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MONDAY, APRIL 28, 1958 


Unrrep Srates SENATE, 

SuBCOMMITTEE ON MINERALS, MATERIALS, AND FUELS, 

OF THE CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. 0, 

The subcommittee met, pursuant to recess, at 10 a. m., in room 224. 
Senate Office Building, Hon. James E. Murray (chairman of the full 
committee) presiding. 

Present : Senators Murray, Bible, Carroll, Malone, Dworshak, Bar- 
rett, Allott, and Watkins. 

Also present: Robert W. Redwine, assistant counsel, and George B. 
Holderer, staff engineer. 

The Cuatrman. The committee will come to order. 

Mr. Secretary, we are glad that you are here this morning to appear 
before this committee, and we assure you we will be listening to your 
statement with great interests. This is a continuation of the hearings 
held March 24 to 28 and has been called to ascertain the views of Secre- 
tary of the Interior Seaton and the administration. 

When these hearings were announced, I stated that it was my hope 
that out of these hearings and with the cooperation of the committee 
and the several executive agencies, particularly, the Department of 
Interior, that a formula would be developed that will give full employ- 
ment, strength, and stability in peacetime to our all important minerals 
extractive industry, and provide an impregnable foundation for the 
maintenance of the mobilization base necessary to carry our Nation 
through an international emergency. 

At this point I call attention to the fact that, of the scores of industry 
witnesses who have previously testified and filed written statements 
with the committee, a large majority have urged that the Congress 
enact legislation, in many instances calling for high tariff rates and 
oe of import quotas. 

f course this suggested type of legislation is not within the juris- 
diction of this committee. However it is the duty of this committee 
to serve as a sounding board for the minerals extractive industry. I 
therefore am sure that at the conclusion of this series of hearings the 
committee will recommend to Congress and to the appropriate com- 
mittees, tariff and import quota procedures. 

I am likewise convinced that in some instances it may be considered 
expedient to legislate along lines that will include bonus incentive 
payments, or other types of subsidy for some of our individual min- 
erals. In any event Mr. Secretary, our domestic minerals industry 
is at a crossroads, It is slowly, and in some instances, rapidly dying. 
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The committee, I repeat, will listen with a great deal of interest to your 
testimony. : 

Let me first ask: Would you rather read your entire statement with- 
out interruption, or would you prefer us to cross-examine you during 
the course of your presentation ? 

‘Mr. Seaton. Senator, if I may, I would like to say this: I am sure 
it is proper for the committee members to put an interrogatory to me 
whenever they think it is necessary. But, if possible, I should like to 
read through the statement without interruption, because a number of 
questions which I am quite sure are in the minds of the committee 
members will be answered in a statement. It will be helpful to me 
and to the presentation if I could proceed without interruption. 

The CHamman. We will be happy to have you proceed in that 
manner. 

I would like to mention that several members of the committee are 
unable to be present this morning, because they have to attend other 
— Senator O’Mahoney sent word that he would try to be 

ere. 

Therefore, at the conclusion of your testimony, which will take a 
considerable time as I understand, would it be possible to have you 
come back a little later on when Senator O’Mahoney could be here? 

Mr. Seaton. Certainly, Mr. Chairman. 

The Cuarrman. I appreciate that, Mr. Secretary. You may pro- 


STATEMENT OF HON. FRED A. SEATON, SECRETARY, DEPARTMENT 
OF THE INTERIOR, ACCOMPANIED BY ROYCE A. HARDY, ASSIST- 
ANT SECRETARY (MINERAL RESOURCES), DEPARTMENT OF THE 
INTERIOR 


Mr. Seaton. Mr. Chairman, it is a real pleasure to appear before 
this committee again. In response to the chairman’s request, this 
statement will review with you some of the developments which have 
taken place since I discussed the problems of the minerals industries 
with you on June 4 of last year. 

We are hopeful that the recommendations the committee received 
at that time, together with the information being developed by these 
hearings, will lead to legislation that will encourage the continued 
development of domestic mineral resources. 

During the past 12 months there have been sharp declines in the 
prices of several metals. The prices of cooper, lead, zinc, and some 
other metals have declined to points at which minerals production is 
hampered by vexing economic problems. 

Many high cost producers have curtailed production or shut down; 
even some of the lower cost operators have cut back production or re- 
trenched on their exploration and development work. 

One of the major causes of these weak markets for minerals is to 
be found in the fluctuations in the output of products such as automo- 
biles and hard goods. The producers of minerals are dependent upon 
the consumptive requirements of the manufacturing industries which 
make use of the minerals. For example, more than 40 percent of the 
lead produced in the United States is consumed by the automobile in- 
dustry—nearly 30 percent of the zinc. In period of lowered economic 
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activity, it is difficult to establish measures to counter these fluctu- 
ations or to stimulate the domestic mining industry. The stimulation 
depressed er and aggravate the situation. 

bviously the task of restoring full economic activity is one in 
which private enterprise, the Congress, and the administration and 
the State and local governments all have concern and must all share 
responsibility. 

t is the considered judgment of the administration that the worse 
of the current slump is over and that we may soon see an upturn. 
When this happens, many of the problems currently plaguing the 
minerals industries should be alleviated. In the meantime we must 
not lose sight of the importance of measures designed to foster and 
promote the long-term development of our mineral resources. 


ENCOURAGEMENT IN EXPLORATION 


In presenting the earlier recommendations to this committee, I 
spoke of the long-term need for expanded exploration if the mineral 
resources of the Nation are to continue to respond to growing demands. 
We, therefore, again recommend that the Congress check legialetion 
that would enable the Government to share with private enterprise 
the financial risks inherent in minerals exploration. The enactment 
of that measure remains an important item of unfinished business. 

One of the most serious aspects of the present economic situation is 
its impact upon exploration. As prices decline and profits dwindle 
or disappear, mine operators are forced to reduce or eliminate entirely 
their exploration and development work. This is likely to be the first 
activity to be cut back and the last to be put again into operation. 

I respectively urge this committee to give serious consideration to 
early action upon our proposal embodied in S. 2375, the measure de- 
signed to provide continuing financial assistance in the exploration 
for new ore bodies: 

Some comments are made from time to time which indicate that 
there may not be a full and clear understanding of the purposes and 
scope of this program. “Why,” someone asks, “do you propose to 
spend money in looking for lead, zinc, copper, tungsten, and the like, 
when we now have such overproduction that mines have to close?” 

This measure is not designed to bring new properties into quick 
production. It is intended to encourage long-range exploration to 
discover major new commercial ore bodies for 10, 20, or even 30 
years hence. 

And I say to you again that in the opinion of the Department of the 
Interior, the expansion of exploration is a most important long-range 
objective for the Nation to insure an adequate supply of these basic 
minerals for future requirements. 

In this connection I should like to emphasize the urgency of action. 
The Director of the Office of Defense Mobilization has announced 
that, effective June 30 of this year, the program of the DMEA will 
cometoanend. We had naped to inaugurate the permanent explora- 
tion program at the time of the termination of the defense exploration 

rogram—utilizing existing staff and offices. The Government will 
Fenefit substantially by the retention of experienced personnel if we 
can taper off the present program as we accelerate the new one. 
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Under the present law, expenditures for exploration may be treated 
as an operating expense up to a maximum of $100,000 a year, for 4 
years, for each taxpayer. We feel that increased exploration activity 
is absolutely essential to the future well-being of the mining industry, 
and the Nation as well. For this reason, we have been discussing with 
the Treasury Department the possibility, and the effect of a recom- 
mendation to relax this limitation of $100,000. These discussions are 
still in progress. 

RESEARCH AND DEVELOPMENT 


We will request the Bureau of the Budget to also seek supple- 
mental funds, in an amount of $5,500,000 for fiscal year 1959 to enable 
the Bureau of Mines and the Geological Survey to undertake high 
priority minerals research projects. 

The Bureau of Mines portion of this appropriation would total 
approximately $2,500,000. These funds would be used to finance re- 
search activities in four highly specialized and vital fields: 

1. Development of superduty refractories to contain fission and 
fusion reactions and to withstand exceptionally high operating tem- 
peratures of the new so-called glamour fuels. 

2. Research on high temperature metals and alloys needed in high 
altitude jet engines and rockets. 

3. Development of special structural metals for nuclear reactor 
system. 

4. Development of new uses of materials with unusual properties 
(rare metals). 

Approximately $3 million would be used by the Geological Survey 
to accelerate basic geologic research and to greatly expand its com- 
plementary laboratory research in geochemistry and geophysics. Nu- 
clear science has opened tremendous vistas for improving methods of 
finding and of recovering ores from underground deposits. 

These research activities have little appeal in terms of immediate 
assistance to the segments of the domestic mining industry which are 
now at low ebb. At the same time, over the long run the Govern- 
ment’s research and development activities will make a major contri- 
bution to mineral-resource development. The long-range problem of 
our domestic minerals industries can be solved only by the develop- 
ment of better methods of locating new ore bodies, and by improvement 
in the technology of handling lower grade deposits. 

The particular projects envisioned under this accelerated program 
are urgent in the sense that new demands on our mineral resources are 
being created by missile, rocket, and other related defense develop- 
ments. 

The demands for domestic mineral raw materials may not be met 
in years to come unless our basic research in the earth sciences is geared 
to that going forward in all phases of product development. 

There is the distinct possibility that the huge expenditures being 
made on product development in our defense program may point up 
items which will be out of reach if the technology of metals and min- 
erals required for satisfactory performance is not readily available. 


COMMODITIES 


Mr. Chairman, I should like now to turn to a review of the commodi- 
ties upon which the chairman of the committee asked that we comment : 
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Lead and zinc: Lead and zine present perhaps the most critical and 
pressing problem at the present time. ad, at the end of 1957, was 
being produced in the United States at an annual rate of approxi- 
mately 275,000 tons as compared to total production in 1956 of 353,000 
tons. Zinc output at the end of 1957 was at the rate of 410,000 tons 
per year as compared to 600,000 tons for the first 4 months of 1957. 
Consumption of both lead and zinc has declined. 

Consumption of lead in 1957 was 5 percent below the 1956 level and 
consumption of zine was off some 8 percent from 1956. Despite the 
severe downturns in the domestic mine production and in the use of 
these metals, imports have continued to increase. 

A recent announcement of the ODM indicates that stockpile procure- 
ment and lead and zinc is about to come to an end. 

The plan I shall outline to you, after completing this general state- 
ment, contains our recommendations for action to secure a greater 
amount of stability in these industries. 

The Bureau of Mines has essentially completed a study of lead and 
zinc ore reserves in the United States. Currently the Bureau is carry- 
ing out mining methods studies which may lead to more economic 
mining. Ore-dressing studies on the tri-state ores and on southeastern 
Missouri ores have resulted in moderate improvements. Work con- 
tinues on the ores of the Central States and of the Coeur d’Alene 
region. The Bureau has programed $690,000 for lead and zinc in fiscal 
1958. 

Copper : Copper producers throughout the world have experienced a 
sharp decline in the price of copper. On February 21, 1956, United 
States producers were receiving 46 cents per pound for copper. The 
price began a steady decline shortly thereafter and currently is approx- 
imately 25 cents per pound. Imports have been fairly constant during 
the past several years, while exports in 1957 increased over 50 percent 
beyond the 1956 rate. 

Net imports of unmanufactured copper were less in 1957 than in 
any recent year and were equal to 10.2 percent of the consumption of 
refined copper in the United States and about 6.5 percent of total 
consumption of refined plus scrap. 

The price decline reflects the disappearance of the short supply 
situation in copper. The high prices and short supplies of 1955 and 
1956 resulted by the last half of 1956 in reduced consumption of copper. 
by wire mills and brass mills in the United States. 

The Bureau of Mines copper program in 1958 called for the expendi- 
ture of $521,000. The program was aimed at the discovery and de- 
velopment of new sources of supply, research on improved techniques 
in extractive mining and metallurgical procedures and scrap-recovery 
methods. 

Past work of the Bureau of Mines led directly to the discovery and 
delineation of the San Manuel copper mine in Arizona, to the develop- 
ment of techniques for successful recovery of copper from low-grade 
oxide ores and to development of feasible segregation processes for 
recovery of copper from low-grade silicate ores. 

Copper is also included in the plan I shall present to you this 
morning: 

Antimony: The situation with respect to antimony is virtually un- 
changed since my June 4 appearance before this committee. Only one 
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firm produced antimony in 1957, and its production was the byproduct 
of mining operations directed toward recovery of other materials. 

Most of our requirements continued to be supplied by seconda 
production. The Bureau of Mines, in the current fiscal year, is spend- 
ing approximately $110,000 primarily on basic research on technolog- 
ical problems surrounding antimony mining and recoveries. 

Aaveten: The purchase program for asbestos, authorized by Public 
Law 733, has contributed substantially to the maintenance of produc- 
tive facilities in the Arizona asbestos area and to supplying employ- 
ment for the Indians on the San Carlos and Fort Apache Reserva- 
tions in Arizona. As you know, we supported the appropriation of 
funds to complete the purchase program of Public Law 733. Suf- 
ficient funds to complete the asbestos purchase program have already 
been appropriated. However, the unexpended balance, as of June 30, 
will revert to the Treasury. The program will continue for 6 months 
after that date, and the chairman of the Senate Appropriations Com- 
mittee has stated he is certain that enough money to carry on the as- 
bestos program will be made available. 

In my appearance before this committee on June 4, I indicated that 
we would investigate the possibilities of establishing, under the In- 
dian industrialization program, a mill to treat the asbestos ores in 
this area and thereby to permit the development of competitive opera- 
tions. 

Thus far, we have been unable to make any concrete progress 
toward this objective. I am pleased to note, however, that members 
of the industry in the area have taken advantage of the time afforded 
them by the Public Law 733 program and are moving in the direction 
of providing facilities based on the Arizona asbestos ores which will 
expand the range of products from this source. 

Ve shall continue to look into the matter from the standpoint of 
the Indian industrialization program. Meanwhile, we are enheart- 
ened by the activity of the industry leading toward the establishment 
of new treatment facilities. 

The Bureau of Mines overall program for asbestos calls for ex- 
penditures of about $133,000 in this fiscal year. The results of this 
research will contribute substantially to our knowledge of the prob- 
lems involved in working and treating various asbestos ore. 

Barite: Production of barite from domestic mines in 1957 was off 
slightly from the 1956 mark, but was still close to alltime record levels. 
Consumption was stable at a high level. 

The Bureau of Mines in 1958 is spending approximately $28,000 on 
barite, most of which is directed toward study of separation of barite 
from complex ores and examinations and surveys of domestic barite 
occurrences. 

Bauxite: Although production of bauxite from domestic mines in 
1957 decreased approximately 15 percent from 1956, this reduction 
was attributable to the curtailed activity of a major producer now 
in the process of shifting mining operations from one site to another. 
Consumption of domestically produced bauxite was unchanged from 
the high rate prevailing in 1956. 

The Bureau of Mines in fiscal year 1958 is spending approximately 
$140,000 with emphasis on research associated with development of a 
technology for using off grade bauxite and nonbauxite raw materials 
as sources of alumina. 
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The operation of the Laramie demonstration a by the Bureau 
indicated that the recovery of alumina from the large reserves of 
anorthosite in Wyoming was technically feasible. 

Beryl: The Defense Production Act purchase program for beryl 
still has 3 years to run. Production in 1957 rose moderately from the 
1956 level to 600 tons. We continue to support our proposal for a 
production bonus for this commodity, to enter into effect at the term- 
ination of the existing purchase program. ; 

The Bureau of Mines programed approximately $60,000 for this 
commodity in fiscal year 1958. The Bureau has scored an impressive 
breakthrough by demonstration of the feasibility of recovery by 
flotation methods of low-grade beryl in pegmatites. 

It is anticipated that two new plants utilizing the Bureau of Mines’ 
developed process will be placed in production in the very near future. 
This development will greatly strengthen the position of the United 
States as a beryl supplier. 

Boron: The market outlook for boron is excellent, Production in 
1957 advanced 5,000 tons from the record 1956 level. 

The Bureau of Mines is currently spending about $38,000 per year 
on problems related to boron. Progress has been made on production 
and study of ultra-high purity boron. 

Chromite: The Defense Production Act program for chromite is 
drawing to a close. On the basis of the best information available, 
the program objectives will be filled within the next 4 or 5 months. 
There is pending before this committee a proposal which would pro- 
vide for production bonuses for chromite. 

We urge the committee, in view of the short time available under 
the Defense Production Act authority’s program, to act rapidly on 
this proposal in order that there shall be no gap between the termi- 
nation of the old program and the inauguration of the new. 

The Bureau of Mines is spending about $235,000 in this fiscal year 
on research associated with the development of processes for the bene- 
ficiation of low-grade and subgrade ores, and methods for the produc- 
tion of chromium alloys therefrom. Work has been done on produc- 
tion of ultrapure ductile chromium and chromium-base alloys. 

Cobalt: The bulk of domestic cobalt (approximately 85 percent) 
continues to be produced under Government contracts. 

The Bureau of Mines cobalt program is currently running at ap- 
proximately $70,000 per year and is aimed toward the development 
Ys efficient methods of extracting cobalt from nickeliferous laterite 

eposits. 

Jolumbium-tantalum: We continue to support our proposal for a 
production bonus for domestically produced columbium-tantalum, to 
enter into effect at the termination of the current Public Law 733 
program for these materials. 

The Bureau of Mines is spending approximately $71,000 in this 
fiscal year on this material. Extraction metallurgy, separation and 
reduction processes and research on chemical physical metallurgy 
are important elements of the Bureau’s work on this commodity. 

Flourspar, acid-grade: The Public Law 733 purchase program was 
devised to maintain production at high levels and to assist the indus- 
try to bridge the gap between the cessation of purchases for the stra- 
tegic stockpile and anticipated increases in industrial requirements 
for fluorspar. 
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Thus far, it has in part achieved this objective. Production has 
‘been maintained at a high level. However, we feel that there is a 
danger if the program is continued in its present form that domestic 
producers will be severed from their contractual relationships with 
the consuming industry. Therefore, acid-grade fluorspar is also one 
of the commodities included in the plan I shall refer to shortly. 

Fluorspar, metallurgical-grade: Domestic production of metal- 
lurgical-grade fluorspar continues to be at satisfactory level. Under 
Defense Production Act authority, the General Services Administra- 
tion is still making contracts with the domestic producers for deliv- 
ery to the stockpile. 

The Bureau of Mines has programed approximately $143,000 in 
1958 for research on problems related to fluorspar. Production of fluo- 
rine compounds from low-grade fluorspar and phosphate rock, and 
research on recovery of fluorspar from complex barite-fluorite ores 
have received particular attention. 

Gypsum: Activity in all phases of the domestic gypsum industry 
is below the levels that obtained a year ago. As you know, use of 
gypsum is closely related to construction. We anticipate that the 
ground lost in the past few months will be regained as the general 
level of the economy rises. 

Iron ore: Production of iron ore is directly dependent upon steel 
production. 

Steel production a year ago was running at a weekly rate of over 
2 million tons. The latest figures show something less than 1% 
million. 

Iron ore consumption has declined proportionately. 

The rapid growth of the steel industry in the United States has 
placed severe demands upon our domestic iron ore resources. 

For many years the Lake Superior region supplied over 80 percent 
of the iron ore needed by our steel industries. The high-grade direct 
shipping ores of the region now supply a declining proportion of our 
needs. As a result a new pattern of iron ore supply has begun to 
emerge. Successful research in the beneficiation of the low-grade 
ores in the Lake Superior district has made it possible to use large 
quantities of these ores. These are being increasingly supplemented 
by imports of high-grade ores. Major sources of foreign ore have 
been and are being developed. 

With the decline in steel output the steel companies find it neces- 
sary to cut back production of iron ore both at home and abroad. 
The nature of their foreign developments, the use of ships, the char- 
acter of the mix—that is the blending of imported high-grade ores 
with the lower grade domestic ores—are all complicated problems. 

The Bureau of Mines of the Department has been conducting a 
comprehensive iron ore research program since 1911. It is a long- 
range effort to lower mining and ore dressing costs and to encourage 
development of iron industries in the South and West by new bene- 
ficiation techniques, industry market studies, and safer and more 
efficient mining methods. 

The Department’s expenditures for iron ore research and collection 
of statistics will approximate $900,000 in the current fiscal year. 

This, of course, is probably less than a tenth of the amount spent 
on iron ore research by industry. The Government’s research program 
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has been of a pioneering character and carefully designed to avoid du- 
plicating that of industry. It is directed primarily at expanding the 
country’s iron ore resources. 

An important part of this program has been work on the develop- 
ment and use of the magnetic taconites of the Lake Superior region. 
This work has contributed significantly to the large-scale utilization 
of these ores. 

The Bureau is now concentrating its efforts in the Lake Superior 
area on studies of nonmagnetic taconite, the largest potential source 
of iron in the United States. 

Magnesium: The domestic magnesium industry expanded produc- 
tion in 1957. Stocks increased substantially and consumption de- 
clined. The development of new and expanded commercial applica- 
tions of magnesium is necessary in order for the industry to make its 
full contribution to the economy. 

The Bureau of Mines program on this commodity, currently run- 
ning about $59,000 per year, is aimed toward development of new 
alloys with Sabebted iolepeionl properties to encourage Increased com- 
merical application. Investigations have been made to determine 
dampening capacities of new magnetic alloys. 

Manganese: There is a need for sustained research in this commod- 
ity. In this connection, the so-called car-lot program (or high-grade 
manganese purchase program) has stimulated several commercial ven- 
tures into comprehensive work on the beneficiation of ores. These 
ventures are successfully producing a commercial product. However, 
though production in 1957 increased slightly, domestic production, 
even under the stimulus of incentive programs, constituted only a 
small proportion of the United States requirements for manganese. 

At the inception of the purchase program for low-grade managanese 
ore, the Nation anticipated a great need for the commodity, and 
sufficient world supplies to meet these anticipated requirements were 
not then available. It was felt, therefore, that it would be worthwhile, 
in the interest of national security, to mine and have out of the ground 
sufficient quantities of ore from which some manganese could be ob- 
tained, regardless of the cost involved. 

Now that our minimum stockpile objective has been met, the urgency 
of a low-grade manganese ore purchase program cannot be justified 
on the basis of defense needs. 

We do not foresee that continuing a program or initiating new pro- 
grams to encourage the mining of these low-grade, presently noncom- 
mercial ores, will lead to a worthwhile objective. 

The Bureau of Mines has an extensive program, amounting in this 
fiscal year to about $850,000, aimed enerent development of means for 
utilizing large, low-grade domestic sources of manganese and to in- 
crease our scientific knowledge of this commodity, its alloys and its 
compounds. 

e have gained some information on costs, beneficiation methods, 
and geographical location of ores, all of which have been accom- 
plished by private enterprise. We have been informed by some op- 
erators that they have been able to gradually reduce costs as opera- 
tions continue and as their experience is broadened. 

We are of the opinion that further progress in this area through 
our research and that of private operators is possible. 
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Mercury: The price of mercury dropped precipitately in the last 
half of 1957 from $260 to approximately $225 per flask, the Govern- 
ment purchase price level. The Government, for the first time, be- 
gan purchases on a large scale under a Defense Purchase Act 
program. 

Subsequently, in March, the market strengthened and is now 
slightly above the support level. The mercury purchase program 
pereies for acquisition during 1958 of up to 30,000 flasks from 

omestic production (about 1 year’s production at present rates) and 
20,000 flasks from Mexico. The Defense Production Act purchase 
pa ram appears to be capable of stabilizing the market at $225 per 

ask during 1958, but the situation after 1958 is very uncertain inas- 
much as world production is probably substantially in excess of world 
consumption and the domestic industry is high cost with respect to 
producers in the rest of the world. 

The Bureau’s mercury program is currently running at the rate of 
$170,000 per year. The program focuses upon investigation and 
eXamination of new domestic sources of mercury and research in ex- 
tractive metallurgy to reduce costs and bring low-grade materials 
into use. 

Mica, nonstrategic: Consumption of nonstrategic mica is sensitive 
to activity in the construction industry. As a result of decreased 
activity in that industry in 1957, both production and consumption of 
mica were off slightly. The Bureau of Mines program for non- 
strategic mica is limited to collection and dissemination of economic 
and technological data. 

Mica, strategic: The Government stockpile program for domestic 
strategic mica has another 4 years torun. In the meantime research 
in mica synthesis, the most promising apporach to the problem pre- 
sented by this commodity, will continue. 

The Bureau of Mines currently spends approximately $90,000 a 
year on mica, with primary emphasis on the development of synthetic 
mica to replace strategic, natural mica. 

Molybdenum: Production of molybdenum rose during 1957. 
Domestic consumption was down. Exports of molybdenum in- 
creased, but not sufficiently to offset the decline in domestic consump- 
tion. The overall condition of this industry is satisfactory. 

The Bureau of Mines is expending approximately $70,000 in 1958 
on molybdenum. Emphasis is on development of efficient mining 
and utilization methods and on preparation of ultrapure ductile 
molybdenum. 

Nickel: The programs being conducted under the DPA are con- 
tinuing in effect, and, as a result, mine production of nickel in the 
United States in 1957, although small in proportion to United States 
requirements, was double the 1956 total. 

The Bureau of Mines nickel program in 1958 calls for expenditure 
of $240,000. Primary emphasis in this program is given to develop- 
ment of an efficient economic method of separating nickel and cobalt 
and a process for extracting nickel, cobalt, iron, and chromium in 
usable form from laterite and serpentine ores. 

Phosphate rock: Domestic production of phosphate rock was off 
slightly from the 1956 level but still very high. This continues to 
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be a growth industry with practically all of the domestic requirements 
being supplied from domestic resources. 

The Bureau of Mines program for this commodity, now runnin 
at the rate of $87,000 per year, is aimed toward the development o 
low-cost, mechanized continuous mining methods and necessary 
equipment, and to the development of new and improved beneficiation 
processes. 

Potash: Domestic production of potash in 1957 was up slightly 
above the 1956 rate to a new record. 

The Bureau of Mines program in potash is limited to keeping 
abreast of economic conditions and technologie changes affecting the 
industry, and disseminating data thereon. 

Sulfur: Domestic production of sulfur in 1957 was approximately 
on a par with 1956. Sulfur is an important export industry. 

The Bureau of Mines program for sulfur, which in 1958 required 
$114,000, is aimed primarily at research on processes for economic 
recovery of sulfur from presently marginal or submarginal sources. 

Tin: In 1957 the United States continued to import all of its re- 
quirements for primary tin. In 1958 the Bureau of Mines is spena- 
ing $160,000 on tin. Emphasis is on long-term investigations of 
methods for recovering tin from ores, scrap, slimes, and other tin- 
bearing materials. 

Tungsten: You all know the history of our continued support for 
funds to carry out the Public Law 733 tungsten purchase program. 
Although that program contemplated the purchase of 1,250,000 short 
ton units of tungsten by December 31, 1958, funds were made available 
by the Congress to purchase only 283,000 short-ton units. No pur- 
chases have been made since November 1956. 

Again this year, before the Appropriations Committee, I discussed 
the history of the President’s budget requests to provide the funds 
necessary to complete this program. We realize that the Senate has 
attempted to fulfill these requests. The House has not only been 
adamant in refusing to appropriate funds for the purchase of tungsten, 
but has also directed us to cease spending DMEA funds for tungsten 
exploration. 

Senator Carroti. Mr. Chairman, if you will permit an interruption, 
I have been requested to go to the Judiciary Committee to form a 
quorum. I will study the Secretary’s statement very carefully. I 
am sorry I cannot remain longer. 

Mr. Seaton. Thank you, Mr. Senator. If I may continue: For 
these reasons, we have included tungsten in our minerals plan. And 
I earnestly hope that funds will be made available by the Congress 
to complete action on our proposal, if authorized. 

The Bureau’s tungsten program in 1958 required $138,000. In 
this year emphasis was placed on development of methods for pro- 
ducing ultrapure tungsten and investigation of its properties, 
especially in relation to its use in extreme high-temperature appli- 
cations. 

Now, Mr. Chairman, I should like to turn, if I may, to our proposal, 
which we call the domestic minerals stabilization plan. 

This is a very short statement, Mr. Chairman. 

The Cuarrman. You may proceed, Mr. Secretary. 
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Mr. Seaton. My statement before this committee last year em- 
phasized : 

' The administration believes that the Federal Government has a proper role 
to play in keeping this important group of American industries healthy and 
strong. 

Strongly reaffirming this doctrine, the Department has again re- 
viewed the problems of the domestic minerals industries on a case-by- 
case basis, and an evaluation of the national significance of each one. 

The administration’s objectives in developing the plan we propose 
here today has been to create an economic bridge across the present 
and temporary valleys of low-consumptive requirements, which we 
confidently expect to be corrected by the upswing in the general 
economy which we all contemplated. 

In designing this bridge we have kept two main objectives in view: 

First, the development and maintenance of our domestic minerals 
and metals productive capacity at a level which is geared realistically 
to our long-term national requirements. Our second objective is to 
so construct the bridge that we and our friends all bear our full and 
fair share of the burden involved in surmounting these valleys of low 
consumption. 

We recognize that this Nation needs friends abroad and cannot 
stand alone in a world which has moved so rapidly into the era of 
Explorers and intercontinental missiles. We also recognize that some 
of our closest friends in the free world are vitally dependent upon 
sales of their mineral and metal products in the world’s market. 

The present slump in world demand for minerals and metals has 
already created grave problems of readjustment for these countries, 
as indeed, it has for our own domestic industry. 

In moving to assist our own industry we must make every effort to 
avoid aggravating the problems of our friends and neighbors, 

Our economic bridge is designed for just this purpose—to insure 
a strategically sound domestic minerals and metals production bal- 
ance for this Nation without increasing the difficulties of our friends 
abroad. 

We have developed, and will shortly submit to the Congress for its 
consideration, a domestic minerals stabilization plan. 

This plan is no mere palliative, but it will, in our opinion, provide 
immediate assistance to those industries which currently need stabili- 
zation and encourage them along the road to it. 

The plan to which I refer has the endorsement of the President 
who believes it to be the best way of solving the problems which 
confront us. 

We propose to stabilize certain of our domestic industries with a 
minimum of interference with them or to our friends and neighbors in 
other nations. This plan represents a sensitive and sensible ap- 
proach to current economic facts. 

Obviously, it will require constant reexamination and reevalua- 
tion—both by the Congress and the Executive—if the plan is to be as 
responsive to the needs of tomorrow as we believe it will be to those 
of today. 

Therefore, we shall ask Congress to authorize stabilization pay- 
ments to the domestic producer for copper, lead, zinc, acid-grade 
fluorspar and tungsten. The payment, in each instance, will be com- 
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puted on the difference between the domestic market price and the 
stabilization price specified for each commodity. 

Of course, the proposed legislation we shall submit will incorporate 
adequate safeguards to insure the equitabie distribution of stabiliza- 
tion payments within each industry. 

This will encompass specific limits upon each participant to afford 
a fair opportunity for all producers—small or ae participate 
in this plan. 


We shall seek a 5-year authorization of such stabilization payments, 
on the following basis: 











Commodity Stabilization price Annual limitation for 
stabilization 
Copper... : : | 2744 cents per pound-.-_--_- ..-} 1,000,000 tons, 
Lead__-_.. : seine ; ---| 14.75 cents per pound-_.-_-_- ..-| 350,000 tons. 
Zine. . 12.75 cents per pound_-_--- .-| 550,000 tons. 
Fluerspar, acid-grade_- $48 per short ton. --- ; | 180,000 tons. 
i a ees $36 per short tom unit--_-..---- ...-| 875,000 short-ton units. 
| 








We estimate that this plan will require approximately $161,090,000 
for the first year. The total annual stabilization payments from then 
on should diminish as production responds to demand and as our 
economy resumes its long-term health and vigor. 

It will not be necessary to create a new governmental agency to ad- 
minister this plan. We recommend these duties be discharged by the 
Assistant Secretary for Mineral Resources of the Department of 
the Interior. 

Our proposed legislation to establish this stabilization plan will be 
submitted to the Congress in the very near future upon completion 
of the administrative details. 

Mr. Chairman, that completes my statement, and I thank you very 
much, sir, for allowing me to proceed with it. 

The Cratrman. Thank you for your very comprehensive statement, 
Mr. Secretary. 

Senator Watkins, do I understand you have to leave for another 
committee meeting ¢ 

Senator Warxrns. I had to decide between two committees and this 
time I decided in favor of this committee, although we are meeting 
on the regular day for the Judiciary Committee. 

This is of vital concern to my State. They have a quorum up there 
now. Otherwise, I would have to be absent from this committee. 

The Cuatrman. Have you any questions, Senator Malone? 

Senator Maronr. I have two committee meetings—Interior and In- 
sular Affairs and the Finance Committee. However, I have already 
decided to attend this one. 

Senator Watkins. I will yield to you, Senator. 

Senator Matone. Mr. Secretary, are you familiar with the pro- 
duction of the seven minerals, asbestos, beryl, chrome, manganese, 
mercury, mica and tungsten, under the Malone-Aspinall Act of 1953 
and as extended in 1956 ? 

Mr. Sraton. Not in detail, Senator Malone, no, sir, except as it 
may be referred to in this material we have with us. 
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Senator Martone. The production in 1953 of tungsten was 9,259 
tons; in 1954, 13,166 tons; 1955, 15,833 tons; 1956, 14,761 tons; in 
1957, when we were unable to get the appropriation to continue the 
purchases, the production was 7,560 tons. 

Contrary to what had been sold to the country for 20 years, 1933 
to 1953, that we had no tungsten in the United States, and I use 
tungsten as an example of these 7 minerals to save the time of 
the committee and not to go into each of them, as a result of this 
legislation—the 1953 Malone-Aspinall mineral purchase program— 
it was amply shown that there is plenty of tungsten in the United 
States that can be produced at a price above the world price that 
would equal the difference in the labor cost, taxes, and the cost of 
doing business here, and in the chief competing country in tungsten 
production. 

Would you say that that was amply shown by the results of that 
legislation ? 

Mr. Seaton. I don’t think there is any question about that, Senator. 

Senator Martone. You said something about the friends of the 
free world depending upon the sales of minerals and metals in the 
world market. Do you think there is any opportunity or chance that 
our domestic producers will interfere with our so-called allies in 
their world market? 

We would not export any tungsten, would we, if we were working 
under a wage level and taxes materially higher than the foreign 
countries competing in the market ? 

Mr. Seaton. Well, under ordinary circumstances, no, Senator, but 
I alluded in my statement here to the long history of this tungsten 
situation. You, of course, know perfectly well where we stood, be- 
cause you were one of our main supporters in it. We are trying 
now to recognize a condition we have on our hands and to present a 
program that we hope will meet with the approval of both Houses of 
Congress and do the best that we can for the industry and for the 
country at large. 

Senator Matone. Industrial consumption of tungsten which, of 
course, varied—and we are merely using tungsten as an example of 
all the other six minerals that were included in the Malone-Aspinall 
Act—the consumption of tungsten varied from 11,410 tons in 1951 
to a figure of 8,600 tons in 1957. Consumption of purchases may 
vary on account of stockpiles in private industry, and any construc- 
tion of an emergency nature for any 1 year. 

Comparison is what I was getting at. We produced as high as 
twice as much tungsten as we used in any 1 year when the price was 
established in the Malone-Aspinall Act to equal the difference be- 
tween the wages, taxes, and costs of doing business here, and in that 
chief competing country. 

Mr. Seaton. Yes. I would say, as a general rule, that is true. I 
have forgotten what the purchase prices of tungsten were in all of 
these years, but they were substantially above the world price, as 
indicated in the tables. 

Senator Matone. At the time, in each of the seven minerals, in 
1953 in the Malone-Aspinall Act, the attempt was made to establish 
the price per unit, the domestic price, enough above the average world 
price to make the difference between the taxes and wages and cost of 
doing business here and in the chief competing country. 
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This is what was done with the duty or tariff from 1789 to 1934. 
We fixed a price per unit on each of the seven minerals to as nearly 
as possible make that difference in the living standard between this 
Nation and the chief competing nation on each mineral. None of 
these minerals was exported into the world market, since the domestic 
cost was higher. Therefore, there then could have been no interfer- 
ence with the world market at all. If that is true, and I think it is, 
except as we exported machinery and materials containing these min- 
onan, we would not interfere with the world market at all, would 
we! 

Mr. Seaton. No; in that sense, I do not think so, sir, except, of 
course, that the Government purchased this tungsten for the stockpile, 
as you know. 

enator Matone. They purchased the domestic production, and 
there was nowhere for it to go but into the stockpile, since the con- 
sumer bought it at the lower world price. 

Mr. Seaton. That is right. We think, Senator, if I may say so, 
this stabilizatino price we have advanced here will prove economical 
and reasonable to tungsten producers. 

Senator Matone. You are paying the difference between the world 
price plus the present tariff and $36 per unit. You are not trying 
to produce tungsten for the world market anyway, are you? That 
would require an additional subsidy. 

Mr. Seaton. Not necessarily. As you know, some strange things 
happen in the metal markets of imports and exports. But, as a gen- 
eral rule, I would agree with you, unless the world price had a 
tendency to come up closer to this. 

Senator Matone. Of course, it always does that. We are now 
producing practically no tungsten at all in the United States, but we 
are paying from $53 to $58 a unit for foreign tungsten under GSA 
contract. You are familiar with that secular business, are you not? 

Mr. Seaton. I understand there is some of that under GSA or 
ODM contracts. I do not have the responsibility in that area, 
Senator. 

Senator Matone. The history has been, over the years, that when 
the world price goes down without any tariff or guaranteed price, 
or no tariff or duty, then when the domestic industry is destroyed, or 
down so that it does not produce a sufficient amount for the domestic 
market, the world price goes up to just about what the traffic will 
bear. Is not that the record over the years? 

Mr. Seaton. I don’t know that I would be prepared to answer that 
in a complete affirmative, but I think that, generally, that is part of 
the law of supply and demand, whether it is minerals or anything 
else, Senator. I would not argue that point. 

Senator Matone. It is not a supply and demand; it is a manipu- 
lated market. For example, mercury went up to $350 a flask during 
World War II, but, as soon as World War II was over, our pro- 
ducers were in business and then the price dropped to less than $100 
a flask, as low as $60 a flask, and our own producers were out of 
business. Then it went up around $230 per flask, did it not? 

Mr. Seaton. $225 to $235, Senator ; yes, sir. 

Senator Martone. Then it is not reasonable to suppose that it costs 
more than $60 or $75 to produce a flask of mercury in Italy, Spain, 
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and other competitive points. But when they had driven our own 
people out of business then they take what the traffic will bear. Is 
that a reasonable conclusion ? 

Mr. Seaton. Yes. They can get it on the market, if there is a 
demand for it. They can get it at whatever price they will sell. 

Senator Martone. There is a domestic demand since we are out of 
business competition here due to the low-wage competition from 
Spain and Italy. We were driven out of business by the low-wage 
competitive price. 

Mr. Seaton. Of course, as the Senator knows, we have that situa- 
tion shored up at the present time, in mercury. 

Senator Matonr. The thing that killed the effectiveness of the Ma- 
lone-Aspinall bill, which is still good until 1959, was a lack of appro- 
priations, was it not ? 

Mr. Seaton. That is right, Senator, in spite of our repeated re- 
quests. 

Senator Martone. What would keep this proposal of yours alive if 
either House of Congress, or both, refused the appropriation for it? 

Mr. Seaton. Nothing, sir. We are just going to have to hope that 
the Congress will see fit to go along on it. It is our intention to urge 
the Congress to do it, and, as I said, to carry on the appropriations 
for the 5-year period. We are seeking a 5-year authorization. The 
Senator will understand that all I can do is urge and plead. The 
decision is for the Congress. 

Senator Martone. Both Houses of Congress, however, passed the 
1953 Malone-Aspinall Act for 3 years, and then renewed it for 3 
years more, and then the House refused to appropriate the money. 

Mr. Seaton. That is right. 

Senator Martone. The precedent has been set. Under this plan, 
with copper at 27.5 cents, and the world price being about 24 or 25 
cents, or 23 cents—what is it now ? 

Mr. Harpy. 25. 

Senator Martone. It would mean that the Government would put 
up 21% cents a pound for copper ? 

Mr. Seaton. That is right, Senator, and, if the price fell beneath 
the 25 cents, it would put up even more. In other words, we intend 
to maintain this 2714-cent price. As I pointed out here, we would 
expect to review this, as we would normally expect the Congress to 
review it, year by year and see what adjustments had to be made. 

Senator Martone. Assuming that you had your prices fixed here 
that would make the nominal difference or the difference in cost be- 
tween the world price and the domestic cost, considering the dif- 
ference in the labor cost and the taxes and cost of doing business here 
and in the chief competing nation, what would this mean in the case 
of each of the five minerals? 

Mr. Seaton. About $20, I think; about $20 a short ton. 

Senator Martone. The world price is about $20 a short-ton unit. 
Then you would put up the difference between that and the domestic 
orice of $36 a short-ton unit as long as that price prevailed, and more 
if it went lower on the world price or less if it went above that. world 
price ? 

Mr. Seaton. No, Senator; we would maintain the $36 price. The 
Government would put up the difference between the $36 and what- 
ever the domestic price was. 
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Senator Marone. Yes; whatever the domestic price was. But 
under the present condition, with no tariff to amount to anything, 
isn’t the domestic price very close to the world price? 

Mr. Seaton. I am told there is an $8 tariff, Senator, on tungsten 
at the moment. I will say this: I looked into it, and I just can’t con- 
ceive how we could set up a tariff which would achieve the effect that 
we have here. I don’t think it can be done under existing law. 

Senator Matonr. It could not be done under existing law, but I 
understand there is a law that expires in about 60 days. 

Mr. Seaton. Senator, I think the situation is even worse than that. 

I think if you go back to the Smoot-Hawley tariff days, you can’t 
get a tariff to protect tungsten up to $36. I could be wrong, but that 
is my impression. 

Senator Martone. The reason for that is that the Tariff Commission 
is limited to a 50-percent adjustment, is that not right? 

Mr. Seaton. Well, I think it is under the act of 

Senator Martone. Of 1930? 

Mr. Seaton. I believe that is correct. I would hate to get into the 
specifics of this, Senator, because I am no tariff expert. 

Senator Martone. If the 1934 Trade Agreements Act is allowed to 
expire on June 30, then these products on which there is no trade 
agreement, either bilateral through the State Department, or multi- 
lateral through the Geneva operation, under GATT, then revert to 
the Tariff Commission, an agent of Congress, on the statutory rate, 
whatever that is, and then the Tariff Commission is instructed, under 
that act, to adjust the tariff or duty on a flexible basis to make the 
difference in the cost of production here and in the chief competing 
nation on each product, tungsten in this case; is that not true? 

Mr. Seaton. I think that is right, Senator, but here you have a 
peculiar situation, peculiar to the general rule, because the tariff on 
tungsten has not been cut, and as I understand it, is not subject to the 
GATT regulations. 

I nagenes academically you could put $100 a short-ton unit on tung- 
sten, if you could get the support for it. 

But there might be some difference between that anticipation and 
realization. 

Senator Martone. Suppose that it reverted to the Tax Commission, 
which it would do upon the expiration of the 1934 Trade Agreements 
Act on June 30. Then the Tariff Commission could fix the tariff at 
$12 per unit, which added to the world price, would equal $32. 

The Chairman of the Federal Reserve Commission testified that a 
1947 dollar is worth 47 cents. The 1934 dollar is probably worth 
about 35 cents. So, as a matter of fact, that could make it necessary 
to double any tariff on anything to have the same protection. 

Putting it another way, if there is an $8 tariff on a unit of tungsten 
in 1947, then in 1957 or 1958 it. would be necessary to have a $16 tariff, 
in order to make the same percent tariff, providing the price of tung- 
sten advanced proportionately because of the inflation. 

If all of the products did revert, after a 2-month notice on multi- 
lateral trade agreements, which is specified in all multilateral trade 
agreements, 6 months’ notice on the bilateral trade agreements made 
by our own State Department or executive, if thees notices were 
served at the end of June 30, 1958, in the event this act is not extended, 
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then the only limitation on the flexible tariff or duty adjustment is the 
50-percent limitation in that act; is that right? 

Mr. Seaton. Well, Senator, as I recall it, I think that right, so far 
as the legal limitation is concerned. I repeat again, I am in no posi- 
tion to debate tariffs with you, sir, because I am not a tariff expert, 
but when you talk about inflation or deflation, it seems to me you 
would have to take into account both ends of the equation. You would 
have to think in terms of what inflation there had been in the dollars 
of exporting countries, as well as our own to get a happy balance, and 
I think you might very likely end up with a tariff sky-high, which, of 
course, can work both ways. 

We are an exporting Nation as well as an importing Nation. 

Senator Martone. We are not an exporter of tungsten? And I do 
not believe that the executive branch should have anything to do with 
the tariff. The State Department should not be able to trade an 
industry to advance foreign policy. 

Mr. Seaton. No, sir, but we are an exporter of copper, and an 
exporter of other items in which you and I have a very great interest. 

Senator Matonr. Explain the exportation of copper in a little more 
detail, would you, please? We are and always have been a net 
importer of copper. 

Mr. Seaton. The figures are here in this report, Senator. What I 
was getting at is that I think we have a plan here which accomplishes 
a good purpose for the country. 

Senator Warxtns. What page are you referring to/ 

Mr. Seaton. Page 36 of the book before you. 

Senator Martone. Maybe we could clear this up for you right away. 
Our net imports are about 300,000 tons a year. 

Mr. Seaton. I think what is right is the difference between 452,668 
and 593,662. 

Senator Martone. That may betrue. We export fabricated copper; 
we export it in various shapes. But we have been consuming around 
1,400,000 tons of copper, consuming that amout, and producing about 
900,000 tons. 

Now we are down in consumption and production. But there is no 
question that if the tariff on copper made the difference between the 
effective wages, taxes, and the cost of doing business in this country 
and in the chief competing nation, we would very soon produce more 
than 1,250,000 tons of copper in this country. 

Mr. Seaton. On the basis of that theory, yes, Senator. But, again, 
as you know better than I, because of your many years in mining 
experience, sometimes there is a difference between what you want and 
what you can get. But we are producing now a million tons of 
copper. 

Senator Matone. Domestic production ? 

Mr. Seaton. Yes, sir; and we are carrying that in our proposal 
here. We will support the price of copper up to 1 million tons a year. 

Senator Maton. I think you are mistaken right now. I think our 
production is down at the moment. 

Mr. Seaton. I believe the first 3 months of this year, as reported, 
run just a trifle higher or almost around the figure shown in the book. 

Senator Matone. Right at the moment, we are way down. 

Mr. Seaton. We are down in employment. 
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Senator Warkins. I am having difficulty hearing the conversation. 

Mr. Seaton. The Senator asked the question if we were down in 
the production of copper this year. The figures provided to me by 
Mr. Hardy’s office indicate that in the first 3 months of this year, the 
production of copper was at about the same level as the 1957 figure 
which we give on page 36. 

There has been a cut down in the employment in copper mines. 
I am given to understand that one of the major places the cuts have 
been made is in the exploration and development section, as well as 
some in actual production, but of which we are trying to treat in this 
proposal. 

Senator Matone. We would soon produce our needs if the neces- 
sary tariff protection were afforded. The trade journals estimate 
is off about 20-percent production. The consumption is around a 
million and a half, or 1,400,000 tons, and down somewhat. 

Mr. Seaton. That is right. 

Senator Matone. To clear up the provisions of the 1930 tariff 
law. If on account of inflation it is necessary to give the Tariff 
Commission, an agent of Congress, more latitude in the regulation of 
the flexible import tariff or duty, it would be done through a simple 
amendment. If Congress does not further extend the 1934 Trade 
Agreements Act now expiring on June 30, then the regulation of for- 
eign trade through the adjustment of the duties of tariffs reverts to 
the 1930 act, and the principle of adjusting the tariffs or duties, set 
down in that act, is the difference of the domestic cost of production, 
not the high or the low cost, but as determined by the Tariff Com- 
mission, and the cost of that or a similar article in the chief competi- 
tive country. 

That is the provision in the 1930 tariff act to which we would revert, 
is it not? 

Mr. Seaton. As I understand it, Senator. 

Senator Martone. Then the only thing that could prevent the Tariff 
Commission adjusting the tariff on tungsten, copper, lead, zinc, or 
fluorspar, or any one of the hundreds of other domestic products now 
in trouble would be that limitation of 50 percent; is that true? 

Mr. Seaton. Well, yes, academically I think that is true. There 
may be some economic facts of life that would prevent you doing it. 

enator Matone. The economic. facts of life are to keep American 
workingmen and investors able to compete for the American market. 

Mr. Seaton. That is exactly what we are trying to do. 

Senator Matonr. I believe that, and that is the reason I am for 
you in your struggle to keep the American people in business. An- 
other question. Under your suggested prices for these five minerals, 
fixing a price that the taxpayers would make up the difference, as 
they did under the Malone-Aspinall Act of 1953, the taxpayers of 
the United States would make up the difference between the domestic 
price, as influenced by the world price, and the estimated amount 
that it required to operate ? 

Mr. Seaton. Generally speaking, yes, sir; we believe, Senator, that 
in each of these cases, these stabilization prices are soundly based; 
that they will permit a profitable operation of reasonable enterprises. 

Senator Marone. It you found that they were not high enough you 
would suggest a further adjustment, would you not? 
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Mr. Sarton. Yes, that would be our duty, to come before the Con- 
gress with that information. 

Senator Matong. The taxpayers put up the difference between 
the world price and the necessary domestic price through an appro- 
priation each year. 

Mr. Seaton. That is correct. 

Senator Matons. Under a tariff, who puts up the difference? 

Mr. Seaton. Senator, I would rather not discuss that. 

Senator Matone. You can answer the question. 

Mr. Seaton. I don’t know, that is an ideological argument. You 
can say the exporter pays it, and you can say that the ultimate con- 
sumer pays it, because of increased costs. 

Senator Matonr. When an importer brings in a pound of copper 
or a pound of tungsten, they pay the duty or tariff at the water’s 
edge, do they not, the importer pays it ? 

r. Seaton. I believe so. 

Senator Matonre. What happens to that money? Does it go direct 
into the United States Treasury ? 

It can be used to lower taxes or pay on the national debt or what- 
ever Congress wants to use it for, can it not? 

Mr. Seaton. With that whatever they want to use it for, I would 
agree, 

Senator Matone. Congress has not touched the national debt for 
25 years now, I would not expect them to go that far, but they could 
do it, or lower taxes. 

Mr. Seaton. I would think of some divergencies of that some of 
that money for some things, like the Wool Act. 

Senator Matonr. The Wool Act is another subsidy that we would 
not need if we had an adequate duty or tariff to equal the difference 
in cost of production here and abroad; would we ¢ 

Mr. Seaton. I donot know, Senator. 

Senator Martone. I will answer it for you. That bill is also before 
our committee. Such a subsidy bill would be.entirely unnecessary if 
we had a duty or tariff that an up that difference. 

As long as you are on the wool business, you know you can raise 
the sheep unit, a ewe and a lamb, in Australia for about 20 percent of 
what it costs in this country. 

Now, we are on a subsidy to stay in the wool business, and if we 
do not get the bill passed that is on the calendar in the Senate I 
doubt if they will bring these sheep in out of the mountains this fall. 
It will be just like the tungsten producers. Everybody is on the 
street since the House refused to accept the Senate bill to appropriate 
themoney. That is right; isn’t it? 

Mr. Seaton. Well, not necessarily. But I suppose that if you had 
everything else under complete control you could say yes, this $161 
million would mean somewhat higher taxes spread over all of the 
taxpayers. 

Senator Martone. Let’s assume it was in balance and we wanted 
$161 million more. It either keeps the tax rate where it is now or 
adds to it. At least, it doesn’t help the tax rate. 

Mr. Seaton. It hasan effect of helping your economy. 

Senator Matone. Higher taxes help the economy ? 

Mr. Seaton. No; this plan will have the effect of helping the econ- 
omy and produce more tax income. Whether you would have to in- 
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crease taxes or whether you could lower taxes then is a point of debate. 

Senator Matone. The point is: Is it better to pay a subsidy to keep 
an industry in business where the taxpayers of the United States pay 
it, or would it be better to simply let that difference be represented by 
a duty or tariff paid by the foreign producer importing the product 
into this country. The importer pays the difference, the duty or tariff, 
into the United States Treasury which makes that additional money 
available for any purpose for which Congress wants to use it. 

Mr. Seaton. Senator, under present world conditions, in light of 
the fact that we are an exporting nation more than an importing na- 
tion, I would have to oppose any such increase in tariff rates. As an 
illustration 

Senator Matonr. What would you have to do with it if Congress 
does not extend the 1934 Trade Agreements Act, and regained its con- 
stitutional responsibility to regulate foreign trade? 

Mr. Seaton. If Congress passed it, sir, 1 would have to obey it. 
You are asking me what I would like, not then what I would do. 

Senator Martone. I did not mean to ask you what. you would like 
to do. I asked you the difference between a subsidy to keep Ameri- 
can producers in business and the duty or tariff method of equalizing 
the easien and domestic cost. The subsidy is taken from the tax- 
payers’ money and paid to other producers, while the duty or tariff 
is paid into the United States Treasury by the importer of such for- 
eign goods. 

Mr. Seaton. As far as it goes, that is true. But you also have the 
question of increasing the costs to domestic consumers. I would like 
to call to your attention, Senator, since you raise it, to show you one 
of the reasons why, just an incident why, I come to the conclusion 
which I gave you a moment ago. 

Here is one of our minerals, molybdenum. We are an exporting 
nation in molybdenum, not an importing nation. If we start runnin 
up tariff walls, as such, to cut out those minerals which are bnported 
into here, it is thoroughly conceivable that other nations would exer- 
cise the same privilege. Then what happens to the molybdenum in- 
dustry? It is nota very small industry. 

Senator Matone. Foreign nations buy our molybdenum because 
there is a world shortage of molybdenum. 

No nation or no individual ever buys anything from anybody else 
or any other nation they can conveniently produce for themselves, or 
secure cheaper from another source. 

The reason we sell molybdenum is because there is a world shortage 
of it, and that is the only reason. If they could produce it themselves 
or buy it cheaper any place else they would not buy it from us. 

Mr. Seaton. Senator, on molybdenum I would have to reserve 
agreeing with you on that, because that is not my information, when 
you include the Soviet bloc. 

Senator Matong. You can complete the record if you have further 
information. 

Mr. Seaton. In the free world. 

Senator Martone. I don’t know whether it is confined to what you 
call the free world. All of Europe and Asia are trading with China 
and Russia. 
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You will remember when I returned from Russia after cooing 
14,000 miles there, I said they would very soon be self-sufficient anc 
have everything they needed for war or peace, and this idea of con- 
taining them in the area under their control was silly. It still is. 
As a matter of fact, they are competing in the world market now 
and all the market the United States can have is their own. We can, 
however, compete for our own market if we have the gumption to 
protect it. 

I am asking these questions to clarify the record. That when you 
adjust a tariff or a duty to make the difference in domestic and for- 
eign cost, as the Constitution specifies it in article I, section 8, it is 
the importer that pays the bill, and it goes into the United States 
Treasury. And when you pay a subsidy to keep the domestic pro- 
ducer in business it is the American taxpayer who foots the bill. 

Mr. Seaton. The importer pays the initial bill; yes, Senator. The 
consumer pays the ultimate bill. There is no doubt about that, be- 
cause there are no importers who are philanthropists that I know 
anything about. 

enator Martone. You must operate on a principle—you cannot 
demand cheap labor goods for hd you buy and a subsidy on what 
you sell. The duty or tariff on the five minerals under discussion 
to make the difference in domestic and foreign wages and taxes would 
make practically no difference in the cost of the end product. I do 
not want to lead you into a world discussion. 

Mr. Seaton. Senator, some of your questions lead to worldwide 
discussions, and that is why I would rather not debate it. 

Senator Marone. You do not need to debate it. The record is 
clear. 

_ Mr. Szaton. I will answer your questions to the best of my ability, 
sir. 
Senator Matone. One more time: When you revert to the Consti- 
tution of the United States, article I, section 8, to adjust the duties, 
imposts, and excises which we call tariffs, to regulate foreign trade, 
then it is regulated through the flexible import fee established under 
the 1930 Tariff Act, it is the importer that pays it and it goes into the 
United States Treasury? It isa very simple question. 

Mr. Seaton. I repeat, sir, it is obvious that the importer pays the 
initial amount of money, and after that the consumer inevitably has 
to pay it. 

peatee Matone. That is what was established and is correct. And, 
as a matter of fact, maintains our American standard of living, whether 
it is minerals, textiles, or machine tools. A duty or tariff on imports 
to maintain the wages in the tungsten industry is impossible to find 
in the cost of the end product. That applies to managanese and all 
of the minerals in your program. 

When we were discussing the copper tariff in the Finance Commit- 
tee a manufacturer of brass said, “We don’t want any tariff. We can 
compete with the world producers, no matter what their wages.” I 
asked him what kind of a tariff he had on his brass products, from 
lipstick cases on up to larger articles. I said, “Did you know you had 
a 16-percent ad valorem tariff on everything you produce?” 

We have not seen him before the committee since. Of course, he 
could not remain in business 30 days without the protection. Under 
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the 1934 Trade Agreement Act, the State Department and the 36 
nations in Geneva under GATT are remaking the industrial map 
of our country. They are creating their own unemployment in this 
country. 

I noticed that the New York Times said yesterday that 1 out of 4 
employees in New York City are working on exports. They get a 
10-percent override on everything that goes through the port either 
way, and it does not make any difference to New York City which 
way it goes. But it makes a lot of difference west of the Hudson River. 
To keep the record straight, under the 1953 Malone-Aspinall Act or 
under your present suggestions for a subsidy, we appropriate money 
from the taxpayers to pay the difference between the domestic price, 
as influenced by the world price. We simply appropriate the tax- 
payers’ money, to make up that difference. 

Mr. Seaton. That is right. We think it is a matter of national 
concern. 

Senator Martone. There is a great difference of opinion about how 
to keep American workingmen and investors in business. 

Mr. Seaton. Senator, I would also like to point out, with your per- 
mission, another thing. Under the proposal, copper would get the 
immediate stabilization price, whereas the Tariff Commission an- 
nounced the other day, prior to my copper letter which came to this 
committee, that it could not undertake to study the case of copper for 
a year toa year and a half. 

This is a year to a year and a half much quicker than the Tariff 
Commssion would meet on it. It is one of the reasons we urge the early 
adoption of this. 

Senator Matoneg. I think this is a good interim bill. I compliment 
you on your attempt to help the mines operate until Congress can 
decide on regaining its constitutional responsibility to regulate for- 
eign trade through allowing the 1934 Trade Agreements Act to expire 
which put the responsibility in your hands in the first place. 

Mr. Seaton. Thank you. 

Senator Martone. I think it is the most you can do, to keep the 
miners at work. You probably will have to come in with an interim 
bill on textiles and about 500 other products, if Congress should ex- 
tend the Trade Agreements Act beyond June 30 if you want to keep 
the American people at work. This should help as an interim bill, to 
keep the men at work, until the Congress can orient itself after the 
expiration of the 1934 Trade Agreements Act on June 30, this year. 

At the present moment, there are about 1,500 miners on the street in 
Ely, Nev., due to the 25-cent price for copper. Whether the 27.5 cents 
per pound will put the boys back to work, I am not ready to say. But 
when you talk about the Tariff Commission, the Tariff Commission 
is an agent of Congress, and I have news for that Tariff Commission 
when they say they will not do a job. 

When Congress tells them to go to work on something, they will do 
it and it will not take them 2 years. If it does they will be back on 
the farm. 

The 1934 Trade Agreements Act pulled the Tariff Commission’s 
teeth. They can do nothing but recommend, and then the President 
of the United States, according to Mr. Dulles’ testimony before the 
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Senate Finance Committee, may, if he wishes, trade a part or all of 
any industry to foreign nations to further his foreign policy. 

And he has been doing it now for 24 years. 

Mr. Seaton. Senator, excuse me. I didn’t hear that testimony, but 
the Secretary of State does not agree. 

Senator Martone. It was not a question. 

Mr. Seaton. I did not want to give consent by silence. 

Senator Matone. Your consent is not necessary. Mr. Dulles testi- 
fied that the President had the authority to trade a part or all of any 
American industry for his foreign policy. 

Secretary Dulles has testified that under the authority granted by 
the 1934 Trade Agreements Act, as extended, the President of the 
United States in 1947 set up in Geneva the General Agreement, on 
Tariffs and Trade (GATT) where 36 nations are finishing the job of 
dividing the United States markets among themselves through the 
simple expedient of lowering our tariffs further. 

They lower some of their own tariffs in these multilateral trade 
agreements, but the gimmick there is that as long as they can show a 
dollar balance shortage they don’t have to live up to their part of the 
agreement, and they can show a dollar balance shortage until all of 
the wealth of the United States is divided equally among the 36 of 
them, or 387 including us. We have one vote. ‘Then we would be 
living like the European and Asiatic nations. : 

Those two “gimmicks” are destroying the industry in this country. 
We need to return to the Constitution in the regulation of foreign 
trade, allowing the 1934 Trade Agreements Act to expire on June 30. 

That is all. 

The Cuarrman. Have you any other questions? 

Senator Matong. That is all. 

The CuHatrman. Senator Watkins. 

Senator Warxtins. I suppose, Mr. Secretary, you have statistics and 
figures and facts to back up the fixing of these prices that you have 
indicated ? 

Mr. Seaton. Yes, sir; we have, Senator Watkins. 

Senator Warkins. I am curious about lead and zinc. I tried to 
find out in the brief time since you read this just what it would do 
to our producers out West with lead fixed at 14.75 cents per pound 
and zine at 12.75 cents per pound. 

I am going to ask you another question later on, but maybe you 
can clear it up before I have to ask that question. Maybe I will not 
have to ask it. 

Mr. Seaton. Secretary Hardy and others are in a better position to 
give you the technical details than I am, by far. But to the best of 
our knowledge, those stabilization prices we have set will allow for 
a profitable operation, I say, of mines, to produce the annual limita- 
tion which we have given here of 350,000 tons on lead and 550,000 tons 
on zinc. 

I might further say, Senator, that this stabilization price we are 
proposing here would make a price higher than the Tariff Commis- 
sion’s recommendations so far as the imposition of additional tariffs 
is concerned, 

Senator Watkins. Either group? Dr. Brossard and his group or 
the other group ? 
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Mr. Seaton. Yes, sir; except for the quotas. 

Senator Watkins. How much difference ? 

Senator Maton. That is the limit they are allowed. They went to 
the limit. 

Mr. Szaron. I believe, Senator Watkins, as Secretary Hardy in- 
forms me, that our figures of price per pound for both lead and zinc 
would run about 2 cents a pound higher than the effect of the max- 
imum Tariff Commission recommendations, exclusive of the quota. 

Senator Warkins. Two percent higher? 

Mr. Seaton. Two cents. 

Senator Warxins. That is just without any quotas? 

Mr. Seaton. Yes, sir. If the quotas, which would be most difficult 
of administration, I assure you, were imposed, we believe that that 
would mean the price of lead would be at 19 cents and zine at 19 
cents, which we believe is too high a price for the good of the lead 
and zine industry. 

We base that conclusion on what happened in the past when lead 
and zine prices got anywhere close to that sort of a figure. To give 
an illustration, you began to use aluminum as a substitute for zinc 
in certain processes, and all sorts of things happened which lowered 
the consumption. 

I would further have to say this to you, Senator, that so far as my 
responsibility is concerned, believing as I do that the net result of 
the Tariff Commission recommendations on increased tariffs and the 
imposition of quotas would be detrimental to the good of the lead and 
zine industry, I could not recommend at the present the imposition 
of the quotas in addition to the tariffs. 

Senator Warxins. You say you could not? 

Mr. Seaton. I could not, no, sir; not in good conscience. 

Senator Warxtins. The Tariff Commission actually recommended 
the limit under the law, did it not, as far as tariffs are concerned ? 

Mr. Seaton, I believe that is correct; yes, sir. 

Senator Warkins. And they were still within their authority when 
they recommended quotas in addition ? 

Mr. Seaton. I certainly would not argue that. They were split, as 
you remember, on the tariff. One group took one tariff raise and the 
other one took the other and then three of them supported the quotas 
and they opposed the quotas. 

Senator Warkins. Do you think the stabilization prices that you 
have given for lead and zinc actually are at the peril point or would 
be peril-point prices ? 

Mr. Seaton. Senator, if I understand at least the lay definition of 
peril point, I believe these prices are better than the so-called hard 
definition of peril point, 

Senator Watkins. Did you recommend last year a peril point of 17 
cents for lead and 14.5 cents for zinc? 

Mr. Seaton. I believe 

Senator Warxrns. These are questions the industry raises. I know 
you have to answer them some time, so you might just as well answer 
them now. 

Mr. Seaton. I think they were at the levels where no duties would 
apply, either tariff or import excise tax, which we recommended last 
year in the program. 
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Senator Watkins. Was it not conceded at that time that that was 
just about the peril point price for lead and zinc, that it would have 
to be at that? 

Mr. Seaton. I don’t think so, Senator. I must admit I cannot 
remember specifically. It seems to me, however, that we did not 
attach to the 17-cent price the peril-point definition. I believe that 
we, in our testimony, voiced the opinion that a 17-cent price would be 
a most comfortable price for the industry. I believe we also exhibited 
some concern as to what that would do to the industry. 

If you look over this record of consumption in the lead and zinc 
industry, to say nothing of the others, when they got up to these high 
elevations and prices, inevitably substitutes began to come in. As an 
illustration, the price of aluminum is off 2 cents. If you get the price 
of zine up too high—academically, the price is all right, but if they 
cannot sell the zinc, they are in real trouble. You would get all kinds 
of substitutions, and we have had them in the past. 

Senator Watkins. The main thing is to open the mines that are 
closed, and to keep the ones that are operating, operating, and to take 
care of unemployment. We have unemployment, as you know, in the 
lead and zinc industry. . 

Mr. Seaton. We are very conscious of that. 

Senator Warkrns. If the prices you have named here, I believe 
you stated a moment ago, are not high enough, you are ready to con- 
sider a higher price. 

Mr. Szaton. I said that in the context of reviewing this program 
over a 5-year period. What I meant was we certainly do not claim 
any crystal ball, to be sure, that 27.5 cents for copper, while we think 
it is right today, would be right 5 years hence. 

Senator Warxrns. I have no quarrel with the copper price. 

Mr. Seaton. Or lead or zinc either one. So far as we honestly know, 
on the basis of the best scientific and technical information, and mar- 
ket information, that we can get, we believe that 14.75 and 12.75 cents 
are very fair prices, and will be a great help to the industry. 

Senator Warxkrns. You want to give enough help so they actually 
can operate ; do you not ? 

You want to give enough help so that they can operate? Giving less 
than enough is not going to do the job. 

Mr. Seaton. I would agree with that, Senator, but when we talk 
about giving and having enough help, we have to think of help not 
only in terms of price per pound, but in consumptive demand for the 
material, which is priced per pound. 

If we came in and recommended the prices in excess of these for 
stabilization prices, we believe we would do great violence to the indus- 
try. We have industry support for that contention. 

Senator Warxtns. I am advised that under these prices more than 
60 percent of the lead and zinc industry in the West would have to close 
down. They could not operate at these prices that you named there. 
Is that advice right or wrong, or can you give figures to justify your 
stabilization prices of those two commodities ¢ 

I have no particular quarrel with the copper price at this time. I 
have not had opportunity to consult or talk to people, but I believe that 
they can operate under that figure. But I am advised that under these 
two figures for lead and zinc they cannot do it. 
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Mr. Seaton. Senator, I would not want to say their advice had been 
wrong in the sense of being wrong, but I will say this, that these prices 
are considerably i in excess of the | prices under which they are operat- 
ing now. 

Senator Warkrns. Some of them are not operating. 

Mr. Seaton. I can’t believe that 60 percent would have to shut 
down, as you say has been reported to you. 

Senator Warkrins. I say keep 60 percent of them from operating. 
Quite a number of them are closed now. That is why we have the 
unemployment in the mining situation now. 

Mr. Seaton. Secretary Hardy just handed me these figures, and the 
current production is 275,000 tons in lead, and he stands back of the 
conclusion that the imposition of the stabilization price will raise that 
production to 350,000 tons. 

The present production of zine is 410,000 tons, and the 12.75 cents 
price will increase that to 550,000 tons. That would run counter to 
some reports that have come to you. 

The Cuarrman. I am sorry to interrupt you, Mr. Secretary, but we 
must answer a call for a quorum. 

It has been suggested that we take a recess until 2 o’clock. 

Senator Atyorr. Mr. Chairman, I do not like to hold up the pro- 
ceedings of the committee, but there are some of us who are much 
involved in the matters on the floor at the present time. I personally 
do not like to miss this meeting. It is of very great and vital interest 
tomy State. 

Senator Warkins. May I ask one question before we leave ? 

Senator AtLorr. Could we take a 10-minute recess and then come 
back and continue ¢ 

The Cuarrman. You would be satisfied with a recess for 10 minutes ? 

Senator Atxorr. I personally would. Then perhaps we could fin- 
ish up with the Secretary so that we could return to the floor in three- 
quarters of an hour or something like that and attend to our duties 
there. 

The CuarrmMan. Very well. Senator Watkins? 

Senator Warkrns. I just want to ask one question, Mr. Chairman. 

In the figures you submitted for stabilization purposes, does that 
contemplate any tariff being in effect at all, or do you contemplate 
the present tariff will be in effect ? 

Mr. Seaton. This contemplates the present tariff in effect. 

Senator Warkins. Would that make any difference in the amount 
actually received by the producers here ? 

Mr. Seaton. This is the net the producer would receive, if I under- 
stand you. We would not take off what the tariff involved. 

Senator Watkins. I wondered whether that protection would help 
the producers at all, under the circumstances. That is, if it went 
beyond the stabilization price it might help them, but otherwise no, 
is that right? 

Mr. Searon. I am not sure I understand your question, these prices 
go beyond the effect of the present tariff, and they go beyond the 
effect of the proposed increases in tariff, with the exception of the 
quota. 

The Cuatrman. I am afraid the marshal will be over to bring us 
by force. 
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Senator Warkrns. I asked the one question, Mr. Chairman. 

The CuatrmMan. We will take a recess for 10 minutes. Please re- 
turn as promptly as possible. 

( Brief recess. ) 

The Cuarrman. The committee will come to order. 

Senator Warsrns. I think I was going into justification of stabili- 
zation prices for lead and zinc. I will repeat again, Mr. Secretary, 
that the thing the mine operators are up against, and the laborers, 
the men who work in the mines, is this problem : 

They have to get enough out of what they do, out of the product, 
to justify them running at a profit. It does not have to be a big 
profit, but it has to be profitable or they cannot engage in the 
activity. 

We oe men out of work now, with more going out of work con- 
stantly. We would like to know the justification for the stabilization 
prices on lead and zine. As I have already indicated, the firsthand 
opinion of some of the people representing most of the industry in 
my State, is that those prices are entirely too low. Whatever jus- 
tification you have, I would like to have you give it. I do not want 
to be technical about it. I wish you could give us the facts which 
justify, in your opinion, those as prices under which the industry 
can operate. 

Mr. Seaton. First, Senator, let me repeat the general conclusion, 
and that is that to the best of my knowledge, after a great many 
months of work on this—and I just use a great many literally, because 
we have been working on this for quite a long time 

Senator Warxins. I know, nd I have been contacting you about 
this. 

Mr. Seaton. Yes, sir, and you have been very helpful—we believe 
that these prices can operate and operate to the extent to produce 
350,000 tons of lead and 550,000 tons of zinc, which would be in excess 
of production in 1957 and now, and compares very favorably with its 
production clear back to the year 1951, and we think also that the 

rices are not excessive so as to damage the long-term good of the 
er and zine industry, both of which are susceptible to substitution, 
and that is particularly true in the case of zinc. 

The price of lead has varied from 17.3 cents to a low of 13.1 cents 
in the years of 1951-57, and is presently 12 cents, approximately. 

The same general ratio is true for zinc. I might point out that the 
production of lead in this country in 1957, at the mine, was 33,000 
tons; in 1956 it was 352,000; 1955, 338,000; 1954, 325, and in 1953, 
342,000 tons, and so on. 

If I may turn to zince and after that I am sure Secretary Hardy 
will be glad to answer any of these questions from a technical point 
of view which I am not competent to handle, we are providing for a 
total domestic production of 550,000 tons of zinc. That is in excess 
of the zinc production of 1957, 1956, 1955, 1954, and 1953. It runs 
less than the production of 1952 and in 1951; the price for zinc in 
those same years has run from a high of 18.2 cents to a low of 10.8 
cents, and presently is 10 cents. 

Senator Warxins. You do not think for a moment these operators 
are making a profit at the present prices, do you ? 

Mr. Seaton. Well, Senator, one of our problems in all of the area 
is that we have producers here and there who manage somehow or 
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other to make a profit, almost no matter what. I should not like to 
ascribe that specifically to zinc. One of our problems is that as we 
attempt, and we think justifiably, to take care of the average producer, 
we have to think in terms of a proposal which is not a windfall to the 
very large and efficient producer, yet at the same time we have to 
think in terms of price levels which do not freeze out those producers 
who tend toward the small side. 

We think we have here a very happy and workable premise for all 
of them, who have any economic reason for being in business. 

Senator WarkIns. ies you acquainted with the statements of the 
producers that were placed before the Tariff Commission in the 
recent hearings ? 

Mr. Seaton, In general, yes, sir. 

Senator Warkrns. I assume that they made your Department also 
acquainted with the testimony that they had given not only when it 
was given but before it was given. 

I think they presented this matter to you numerous times. 

Mr. Seaton. In some cases, Senator, they talked to us both before 
and afterward. A great many of the witnesses who have appeared 
before this committee have been good enough to counsel with me either 
before or after their appearance. They have been very helpful. 

Senator Watkins. Do you think there is any considerable opinion in 
the industry that would justify the prices that you have fixed for the 
stabilization purposes ? 

Mr. Seaton. Senator, I hate to get into the posture of questioning 
the witnesses or the testimony given by industry people. 

I would rather put it in this context: I am sure there are good, 
competent people in the industry who will agree that these prices 
which we have set here in our stabilization program are equitable 
prices. Whether there is much, as some private entrepreneurs would 
want, is another question. They have every right to want whatever 
they want. 

enator Watkins. I do not want them to have any more than the 
fair price that will permit them to operate and pay the standard wages, 
or at least what they are paying now, and operate with a reasonable 
profit. 

Mr. Seaton. That is our purpose. 

Senator Watkins. I do not want them to have any more than that. 
I don’t want them to get, shall we say, just filthy rich on a program 
of this kind. 

But at the same time, we are faced with a situation that is not a 
theory, and not a question of economics, particularly—that is, as 
economics is taught in this country, and I have had some experience 
with that—we are faced with a situation where most of the mines are 
closed down, and they claim they cannot operate under the figures 
you have submitted here. 

Tam not saying that you cannot justify these figures, but I am giving 
you the opportunity to justify what you have proposed. 

I would say to you now that if I do not ask that question of you, 
you certainly shall be asked by a good many others. 

Let us face it. 

Mr. Seaton. Certainly. I think it is a very legitimate question, 
and I have no objection to your asking those questions and I will try 
to give you the fullest answer that I can. 
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Senator Warkrins. I am trying to give you an opportunity to justify 
this, and I assume you would want to do that. 

Mr. Seaton. Yes, sir. 

I would say one thing, that if you are talking about the number 
of mines that are in production and the number shut down, that would 
be one thing. I do not believe that most of the mines are shut down. 
I think we would have to agree that the term most, though some 
industry representatives have indicated that to you, is an erroneous 
statement. There are too many shut down now, Senator, and I will 
agree with that. 

Our intent is to help reopen some of those at least, and those that 
are in production now, to increase their production. 

Senator Warxkrins. You understand our position. I agree with you 
that we ought to be fair about this matter, but if they need a rope of a 
certain length to pull them to shore, into a reasonable operation, then 
the rope ought to be long enough and should not be 2 feet short or 4 
feet short. It should be long enough to do the job. What we fear at 
the moment is that this rope is not long enough to really reach the 
industry and pull it ashore. 

You may use that mixed metaphor. 

Mr. Seaton. Senator, we have no intention of being arbitrary, if it 
is developed before this committee or if we receive or ascertain infor- 
mation that these prices are not equitable, we shall be very willing to 
immediately come before the appropriate committees of the Congress 
and suggest revisions either before or after the adoption of this act. 

Senator Warkrins. We might have to do it before we get the act 
adopted. 

Mr. Seaton. Sir, if that is the proper thing and the appropriate 
thing to do, of course, we would revise our figures upward. But as of 
today, these figures are the best judgment that we have and the best 
judgment which the experts in the Department of the Interior have, on 
appropriate stabilization price levels. 

Senator Warxins. I would appreciate hearing from Secretary 
Hardy the specifics on this which you mentioned a moment ago. 

I do not have the particular question in mind, but you must have 
had in mind the specifics that you wanted to offer in support of these 

rices. In other words, you are making the case, and [I want you to 
ave every opportunity to make it. 

Mr. Harpy. Senator Watkins, in arriving at these prices, we arrived 
at these levels to sustain the production limitation that we have indi- 
cated here. In our best judgment, these prices will do that. I believe 
that the historical record will bear that out. I cannot help but note 
that in the case of zinc during the first 4 months of 1957, zinc was 
at a price of a little over 13 cents. 

It was at a rate, an annual rate, of production of 600,000 tons. In 
the case of lead, at the end of 1956, the price was approximately 16 
cents, and production was approaching 360,000 tons and still rising. 
But if you look at the table in the case of zinc, in 1955, 1954, and 1953, 
in those years the prices were pretty much below our stabilization 
es here, and the amounts produced were also below the stabilization 
evel. 

I think our best judgment was on the historical basis, Senator. 
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Senator Warxrns. Do you mean that they were producing at that 
time, and continuing to produce, at lower level prices? 

Mr. Harpy. That is right, sir. 

Senator Watkins. Do you think the statistics, the historical rec- 
ords, show that to be true ? 

Mr. Harpy. Yes, sir. 

Senator Warkrns. So you disagree with the claim now that the 
higher prices are needed ? 

r. Harpy. We cannot substantiate the prices referred to above the 
stabilization level that we have set forth here. 

Senator Warkins. You have a background of mining, Mr. Hardy? 

Mr. Harpy. Yes, sir. 

Senator Warktins. You have operated out in the West? 

Mr. Harpy. Yes, sir. 

Senator WarkrnNs. Is it your judgment, considering all of the facts 
that you had before you, that these prices are sufficient to stabilize 
the industry in that regard ? 

Mr. Harpy. It will not stabilize every mine, Senator Watkins, as 
you well know, but it will certainly stabilize the production of 350,000 
tons of lead and 550,000 tons of zinc. 

Senator Warxins. In other words, somebody will come forward 
and produce that much and can do it at those prices ? 

Mr. Harpy. A great many of the properties, in my judgment, can, 
Senator. 

Senator Warkins. Are you acquainted with the intermountain 
a MG ? 

r. Harpy. Ina general way, yes. 

Senator Warkins. Do you think they can qualify and operate un- 
der this price ¢ 

Mr. Harpy. I think some of them can, certainly. 

Senator Warkins. What percentage would you think ? 

Mr. Harpy. Well, I can’t offhand put it in terms of percentage, 
Senator. I know that in your State of Utah, the New Park mine, 
there they are producing on a leasing system there at the present 
prices. 

Senator Warxkrns. But you understand the leasing system is quite 
a different system than where the men are working for a company. 
Where they lease, they are working for themselves. I understand 
they are getting greater production per man now than they ever did 
where the proprietor ran the operation. 

Mr. Harpy. I realize that, sir. I am acquainted with at least the 
one operation or two in Colorado that are producing under the pres- 
ent prices. 

Senator Watkins. Do you know any in Utah other than the one 
you just mentioned? That is a rather small operation, by the way. 

Do you know any others which are producing ¢ 

Mr. Harpy. Not offhand, Senator. 

Senator Warxrns. In this hearing, I assume we will probably have 
some of the industry people here to go into some of these questions. 

Mr. Harpy. Certainly. 

Senator Warkrns. I am approaching this from a friendly attitude. 
I want to see a program proposed that will take care of our people. 
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I want to see the men get back to work. On the other hand, I don’t 
want the men to be unreasonable. I think they should let well enough 
alone and not come in with further demands for wage increases that 
are not justified by the price of the product they produce, or by the 
increased productivity. I want the producers also to be reasonable 
in a matter of this kind. We are now faced with a rather bad situa- 
tion. We have an international situation that calls for reason on our 
part not to make it very difficult for our friends in this hemisphere 
and other parts of the world who have been sending products to this 
market, mineral products to this market. On the other hand, we of 
course must be sure that we do not lose the mining industry, because 
we cannot, even though we have stockpiles now for defense, we cannot 
go on the theory that we can get them from elsewhere in the world, 
even if our own mines are dened down permanently. 

That is what will happen to many of them, if we do not have a 
price to justify their operation. Industry itself will have to face the 
combinations, cartels, and whatnot they have among other nations if 
our own production is down and we do not have any means of com- 
petition from here at home. Then we will all pay through the nose, 
if we get into that sort of a situation. 

So it is not just for defense alone that we are talking about, but for 
our economy and its ordinary and average operation. We must have 
mines, we must have these people working. 

Mr. Harpy. Senator, I would like to point out that the stabiliza- 
tion price level that we are proposing here is approximately 25 per- 
cent above the present or current price levels of bad and zine. 

Senator Warkrns. I realize that, but as I understand it they are 
far below what they can operate at and make a profit. Some mines 
have been trying to hold on, thinking that maybe the Tariff Commis- 
sion and the President would give them some relief. 

It costs money to close down. It costs money to start up again. It 
would be better to take some losses for a while while this is pending. 

TI think the representatives from the Intermountain States are prac- 
tically unanimous in their conclusion that the only relief that was 
recommended by the Tariff Commission that would do the job would 
be the program presented by Dr. Brossard and his associates, with 
quotas as well as the tariff protection. 

The other they felt was completely inadequate. If we get something 
less than that, then we are in difficulty. It is not enough to say to 
us that the tariff that was recommended by Dr. Brossard would not 
do the job, that your program is better than that, but the quota is an 
essential part of it; in fact the most important part of it. I realize 
that you have international difficulties. I am in hopes that we can 
get a program. Maybe we will take another look at this, and talk 
to the producers again, and see if there cannot be a revision of these 
figures to meet the needs that we feel are necessary. 

I am sure you are acting in good faith. I know the administration 
is trying to do a job and do it right. I am not being critical about this, 
but apparent] there is a wide difference of opinion between the admin- 


istration on this point and the men who actually operate the mines. 

If you know of a lot of these mining people who will have a different 
view, we would be glad to have them come here and go on the witness 
stand. 
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I would like to have their names eventually and bring them on to 
testify what can be done. 

The Cuarrman. I would like to interrupt at this point. I have a 
conference that I must attend. I will ask Senator Bible to take over 
the chair. 

I would like to inquire also of Mr. Seaton if it would be possible for 
him to return here Wednesday morning so we could complete the 
study we are making. 

Mr. Seaton. Senator, I will be very pleased to return. 

The Cuarrman. At 10 oclock Wednesday morning? 

Mr. Seaton. That would be fine, sir. 

The Cuamman. We are uncertain as to whether we can conclude our 
work on the floor this afternoon, though I hope we can, but we have a 
full meeting of the committee tomorrow morning. 

Therefore, I would like to put the further consideration of this 
— over to Wednesday morning. I would appreciate that, Mr. 

retary. 

Senator Atnorr. Mr. Chairman, could you give some indication as 
to your desires in our proceeding today? I think we are operating 
under a unanimous consent agreement on the floor. 

I would contemplate there would be a lot of voting this afternoon. 
I assume we would go on for about 30 minutes more this morning and 
then recess to Wednesday? Would that be your desire? 

The Cuatrman. Yes; that will be satisfactory. 

Senator Bretx (presiding). Proceed, Senator Watkins. 

Senator Warkins. Mr. Hardy, I interrupted you while you were 
proceeding with your justificationd. I apolize. I wish you would 
go ahead now and give us what you have. In other words, give us 
the case for these figures. 

Mr. Harpy. Senator, I have covered the high points. I would be 
glad to answer any further questions. As I say, it is the relation- 
ship of the stabilization price level to the rate of production and our 
best judgment, sir. 

Senator Bratz. Might I ask a question at that point that might 
possibly clear this up in my own thinking? 

Senator Warxrns. Certainly. 

Senator Brstz. Do I understand that the stabilization price, for 
instance, on lead of 14.75 cents is contemplated to produce 350,000 
tons at a profit to the producer ? 

Mr. Harpy. That is correct, Senator. 

Senator Waris. That is what I tried to ask in a general way. 
Iam glad you made it specific. 

Senator Biste. I wanted to get at the profit in there. As you 
pointed out, in your State—and it is certainly true in my State—a 
number of them are hanging on but not making any a 

With that figure, they could make a profit and produce the necessary 
level of the historical production of the past? 

Mr. Harpy. Let me amend what I said. It will bring out that 
production. As to the profit that the individual companies make, I 
cannot answer that. 

Senator Bisiz. I would not expect you to, except this: If the 14.75 
cents does not permit a lead producer to stay in business at a profit, 
he is soon going to go out of business, is that not correct ? 
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Mr. Harpy. That is correct, sir. 

Senator Brste. I was wondering if that was intertwined in your 
arriving at stabilization prices. 

Mr. Seaton. As a general answer, Senator Bible, we believe this 
price will encourage producers to stay in business and do so at a 
reasonable profit. That is, by and large. And the result would be 
that we would be prepared to offer stabilization for tonnage in lead, 
as I said, of up to 350,000 tons and zine of 550,000 tons. Further- 
more, we believe the overall effect of this stabilization would then 
be to produce in that magnitude of production. What I think was 
bothering Mr. Hardy, and I am guessing, is that we cannot guarantee 
that everybody who has a desire to go into mining of lead and zinc 
can make a profit under these figures. 

That is impossible. It certainly is impossible, unless you want to 
make somebody else a very, very profitable operation, or, as Senator 
Watkins put it rather succinctly, filthy rich. We have no objection 
to people making money, Senator. 

nator Warxins. Of course, the Government will take most of it 
away from them in taxes. We have to have taxes, so somebody has 
to make money. 

Senator Brexe. It is your considered judgment that in these two 
stabilization prices for lead and zinc you will arrive at this rate of 
production in the years 1958 and 1959 ¢ 

Mr. Seaton. That is one of the basic things in our thinking. [If it 
were not, we would not offer it. Then, after all, this would serve no 
real domestic purpose whatever. 

Senator Brste. In order to keep those mines in production, they 
will have to produce at some profit, obviously. 

Mr. Seaton. Certainly. 

Senator Brste. Please pardon my interruption. 

Senator Watkins. That is all right, Senator. 

Mr. Seaton, how do you propose to divide this guaranty up among 
the operators? Will it be open to new operators or will it be given 
only to old operators? I notice there are only so many thousand tons 
here in each instance, and I am talking about lead and zine at this 
moment. 

Mr. Seaton. If I may give you a general answer, Senator, until such 
time as we get the legislation up which will have the specifics in, yes, 
it will be open to new operators as well as old. 

It will be administered, I now believe, in somewhat the same fashion 
as were the Government’s stockpiling programs, so that some one 
operator cannot soak the whole thing up. The industry at large would 
not be benefited or the overall good not be benefited. 

Senator Watkins. Will you make allotments as to producers? 

Mr. Seaton. Whenever it goes over the limitation which we have 
set, if indeed it does, we would, of necessity, then have to have some 
sort of allotment system. If the worst fears of some of the people 
whom you say have talked to you are realized, then, of course, we do 
not have that problem, because obviously they will not produce this 
tonnage of either lead or zinc or of these other minerals, if they are 
doing so ataloss. That is another reason that we think this will work, 
and that is the main reason why we are so busy setting up the admin- 
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istrative regulations to proceed with the plan. If it would not work, 
we would not need the regulations. 

Senator Warxrns. I noticed you said this had the approval of the 
President. 

Mr. Seaton. That is right, sir. 

Senator Warxkins. Will that be in lieu of any action that he might 
take under the recommendation of the Tariff Commission ? 

Mr. Seaton. Senator, I could only give you my personal opinion of 
that. He stands behind this program. I indirectly quoted him here 
as saying that he believed this was the best possible plan to deal with 
our problems, and he does. 

I have said that I, myself, could not recommend to him, if asked 
for a recommendation, that the quota system be imposed, because I 
think it would not only be very difficult to administer, but worse 
than that, would lead to the long-term damage of the industries 
involved. 

As to what he would do with the recommendations of the Tariff 
Commission, there are split recommendations for increases in the 
tariffs aside from the quota. I again can only express an opinion, but 
I do not believe that he would accept the quota. 

I believe that he would vastly prefer that we adopt this plan rather 
than the Tariff Commission recommendations on the tariffs. As I 
have pointed out in my testimony here today, the only two cases 
which came out of the Tariff Commission were lead antl zine. 

In each case, the stabilization plan does more for lead and zine than 
do either of the two Tariff Commission recommendations for increases. 

We would hope furthermore, speaking for the administration, that 
we could get an affirmative action from the Congress on this stabiliza- 
tion plan well within the 60 days which are involved in the Presidential 
consideration of the Tariff Commission recommendations. 

Senator Warxrins. So that if perchance Congress did not act, the 
President would still have time to give us some relief under the 
recommendations of the Tariff Commission, under the escape-clause 
provision ¢ 

Mr. Seaton. I would rather put it affirmatively. I would hope 
that the Congress would act affirmatively on the stabilization plan, so 
that the question of the Tariff Commission recommendations would 
be completely academic. 

Senator WarTkrns. You will recall last year when I calied this to 
your attention, that a proposal was presented by the administration 
to the Congress for an increase, and the Ways and Means Committee 
of the House said, “Get busy and go through the Tariff Commission 
for relief.” 

Mr. Seaton. Do you mean for the import excise tax? 

Senator Warkrns. That is right. 

Mr. Seaton. Senator, as far as I personally am concerned, I hoped 
we would all be able to proceed with the import excise tax at that 
time. I think we would have been much better advised, but that is 
hindsight and not foresight. The industry itself wanted to go before 
the Tariff Commission, which it did. 

In the case of the others, there are no cases pending before the 
Commission for copper, fluorspar, or tungsten. This program takes 
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care of the situation as it pertains to each one of them, and there 
is nothing before the Tariff Commission now. 

Senator Warxrns. Those are all the questions I have, Mr. Chair- 
man. 

Senator Brete. May I ask just one question, bearing on the last 
statement you made, Mr. Secretary? I understood you to say that 
you were hopeful the Congress could act on the stabilization plan this 
session. Did you pinpoint exactly when the Congress might receive 
your stabilization plan? 

Mr. Seaton. Yes, sir, within a very few days at the most. 

Senator Brstz. That would be the first of next week? Is next 
Monday a fair date to suggest ? 

Mr. Sxaton. Well, Senator, you have had a great deal of experience 
in these matters, and you know that sometimes it takes a long time 
to work out some of the intricate details. But so far as I now know, 
there will be no inordinate delay in presenting that legislation. The 
legislation has already been prepared and is now being examined by 
various experts in the legal field, the mining field, and that sort. of 
thing, to be sure that the language will achieve the desired results, 
which, in capsule form, are these. 

Senator Brete. I understand. But a week to 10 days is a fair 
estimate of when we might have actual legislation we may look at. 

Mr. Seaton. I would hope so, Senator. 

Senator Brste. Thank you, Mr. Secretary. 

Senator Allott. 

Senator Axxorr. I just have a few questions. As I understand it, 
in getting at this problem I presume it is a physical impossibility to 
arrive at the production costs of each and every miner, particu- 
larly using lead and zine as an example, with relation to their par- 
ticular operations. 

Is that about right ? 

Mr. Seaton. That is correct, Senator. There is a very wide varia- 
tion. 

Senator Aruorr. You have chosen another way of trying to approach 
what would be a price, which is the method you have suggested. I 
think for the record, since this fine data sheet which you have sup- 
plied here is not in there, these figures should be in the record : 

With respect to lead, in 1953, the price of 13.1 brought a production 
of 342,644. In 1954, the price of 13.7 brought a production of 325,419; 
in 1955, a price of 14.9 brought a production of 333,025; and a price of 
15.7 in 1956 brought a production of 352,826; in 1957, a price of 14.4 
brought a production of 333,493. 

Tn the case of zinc, for the last 4 years: A price of 10.8 in 1954 brought 
473,471; a price of 12.3 in 1955 brought 514,671; in 1956, a price of 
13.7 brought 542,340; in 1957, a price of 11.5 brought 520,128. 

I think it has been fairly well covered in arriving at these figures 
you recognize that the present situation is such that such miners as may 
be producing, may actually be producing at a loss and building up this 
production record just as a means of avoiding a greater loss by closing 
down ? 

Mr. Seaton. Senator, if I understand you, you are asking if we 


would agree that 
Senator Aruorr. No; I am not asking you to agree to anything. 
TI am sure you understand and recognize that when you say that the 
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resent price on zinc—which is 10 cents—is producing zine at so many 
Saad thousand level, those people that are producing, or at least a 
good portion of them, are producing at a loss in order to avoid the 
greater loss entailed if they shut down, and, in effect, gambling against 
the future. 

Mr. Seaton. Senator, I think the record has to be clear that some of 
the producers are operating at a loss. Whether the record is clear that 
most of them are operating at a loss, I would be doubtful. But then 
you would be getting down, I suppose, to an argument over a fraction 
of percent of profit here and there, and really, while that is important, 
of course, what we have been more concerned about is to establish a 
stabilization level here, and, I repeat, which will give those operators 
who have a justifiable economic reason for being in the business, a fair 
chance to make a profit without providing a windfall for exceptionally 
fortunately situated operators, or, at the same time, without any built- 
in guaranty of putting everybody into the business, regardless of the 
economic facts of life. We have tried to strike a happy medium here 
and a justifiable one. We repeat, we have every reason to believe that 
we will get something in the magnitude of this annual limitation out 
of this program. 

We have taken all of these matters into consideration as best we are 
able to do. 

Senator Attorr. Now I would like to shift to another area and in- 
quire about the situation with respect to gold, and, incidentally, silver. 

Does the Secretary propose to make any recommendations with 
respect to those ¢ 

As you know, the price is frozen for gold at $35. At that price, ap- 

arently Canada imports 78 percent; South Africa, 9 percent, the 
hilippines 3 percent, and others 10, and, in the meantime, our gold 
mines in the West are going down the drain day by day. 

Mr. Seaton. Senator Allott, I am not in a position either to com- 
ment or to make any recommendations with respect to gold and silver, 
because, as vital and integral parts of our monetary system, those deci- 
sions are not within my responsibility. 

That is a matter, which, if the committee wishes to pursue it, which 
would be its perfect right, of course, I would recommend that you 
direct your questions to the Secretary of the Treasury. 

Senator Atuorr. And the Finance Committee? 

Mr. Seaton. And the Finance Committee, sir. 

Senator Atiorr. Well, I expected that is probably what we would 
get, and that is probably proper, too. 

I would like to turn to the area of manganese, which is a rather 
minor situation. There is, as the Secretary probably knows, complete 
mountains of rhodonite in Colorado and other parts of the West, 
not limited to Colorado by any means, producing 25 to 30 percent 
manganese. 

Manganese is one of the short minerals in this country. 

I have a letter from Mr. Gray in which he states that the stockpile 
requirements have been fulfilled and yet we import manganese and are 
dependent upon it. I am interested in this particularly with respect 
to the dropping of the programs in trying to find good methods and 
cheap methods of producing manganese by the electrolytic or any other 
method. 
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I am assured by private individuals that the present stockpile re- 
quirements simply are not adequate. They have developed this electro- 
lytic process of developing managanese, producing by virtue of carbon 

ares a solvent managanese oxide. 

I wonder if the Assistant Secretary, Mr. Hardy, has given an 
thought or consideration to the continuance of these studies. It 
seems to me to be a dangerous thing to let fall by the wayside at this 
time. 

Mr. Harpy. On the question of the stockpile requirements being 
adequate, Senator Allott, we are in no position to comment on that. 
We feel that over the long run, the future of the managanese industry 
in the United States is dependent upon research to make such deposits 
as you have mentioned here commercial. 

I would like to point out that the Department is spending a consid- 
erable sum on research. In 1958 it was $852,000. 

Senator Attorr. Was that research on manganese ? 

Mr. Harpy. Yes, sir. That was the Bureau’s of Mines’ expenditure. 
Also, private industry is doing a great deal of research work on man- 
ganese, and the result of which we believe will be in making these lower 
grade deposits commercial. 

Senator Atxorr. Do you know where the Bureau of Mines spent this 
$852,000 in research on managanese and what was the nature of the 
research ¢ 

Mr. Harpy. A goodly amount of that money was spent in the Salt 
Lake Station, on the artillery peak ores. 

Senator AtLorr. What is the nature of those ores? 

Mr. Harpy. They are the wad type of manganese ores, sir, a mixture 
of various oxides. 

Senator Arxorr. They are not the silicas, then ? 

Mr. Harpy. No, sir. 

Senator Atxorr. Do you know what, in general, progress has been 
made under that program ? 

Mr. Harpy. Just this, that we are 

Senator Atiorr. Let me put it a different way. Would your de- 
partment inform me as to the progress that has been made under this 
and other methods for developing manganese oxides, soluble manga- 
nese oxides, and the costs relating to that ? 

Mr. Harpy. Certainly. 

Senator Attorr. I want to say here, Mr. Chairman, there have been 
developments in this field which I think are no less than astounding. 
It would be a very great. loss to this country if we do not continue our 
research so that we can have all the manganese we want. It is right, 
from a developmental standpoint, at our fingertips, today. 

Senator Brste. Have you any further questions, Senator Allott? 

Senator Anrorr. I just want to say one other thing, Mr. Chairman: 
I realize that in offering a program of this sort, the Secretary could 
never make everybody happy. But I want to compliment him and 
his staff for the very fine job they have done. I think with this, Con- 
gress can hear the rest of these people, and we should be able to come 
forth with something substantial this year, which will help lift our 
mining industry. 

Senator Brie. Thank you, Senator Allott. 

Senator Watkins. 
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Senator Warxins. I would like to make this observation : 

I think the Department has done a good job and has taken a line 
which will finally be the one that Congress will take in resolving the 
difficulties of our international situation vis-a-vis our unemployment 
situation in this country. 

I also greatly spares the long-term program that was proposed 
prior to this stabilization program. I think that was well presented. 
I think it is a sound program. I regret very much that Congress has 
not taken action on S$. 2375, which embodies the program you offered 
last year. I think we are just a little derelict ourselves in not going 
ahead with that. I had a special interest in it, incidentally, because 
I introduced the bill, but it has not gotten anywhere to date. 

With respect to price stabilization program, may I say that I am 
not actually challenging your opinions and your figures with respect 
to the prices mentioned in your statement. I am questioning the 
method of determining just what ought to be a fair stabilization 
price for each of those minerals. 

I haven’t heard from the copper people as yet; only from the min- 
ing association people who indicate, in lead and zine, at least, that 
those prices are inadequate. 

I think if we are going to keep the mines open, we will have to have 
reasonableness all the way around, not only in the Federal Govern- 
ment but also in management and among labor. 

I know this isn’t a very popular thing to say, but I think both 
labor and management might have to scale down some of their costs 
in order to bring about a resumption of mining in this country, at 
least in the lead and zine industry and maybe in some of the others. 

There is a tendency on the part of some people in this country not 
to let well enough alone, but to push things a little too far. I think 
that is one of the difficulties we are now facing in this country. 

The prospect of higher wages, higher salaries, higher costs all 
along the line, has pushed the prices of many commodities to the 
point where the public has rebelled. 

Labor claims the right to strike, and I think they do have that right. 
If used properly, I think it is a splendid weapon in their hands. On 
the other hand, the consumers have a right to strike, too, and ap- 
parently they have struck. There is no arbitration group out trying 
to settle the difference between them and the producers, as is the case 
with management and labor. 

Under the circumstances, a little good commonsense on all sides 
might help reduce our present recession immediately and put us in 
the position of going ahead again with a forward movement, which I 
hope is not of the boom type but a good, solid rate of progress. 

Senator Bratz. Thank you very much, Senator Watkins. May I 
just ask a couple of questions, Mr. Secretary ¢ 

First, I am advised that the chairman has indicated that this room 
is occupied on Wednesday morning, and we will recess until 2 o’clock 
tomorrow afternoon in this room. That will give ample opportunity 
for other members of the committee to participate. I understand there 
is agreement with you. 

Mr. Seaton. Yes, Senator Bible. That has been checked. _The 
hours from 2 to 4 are available. If it ran beyond that, I would be in 
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some trouble. But I am, of course, subject to the wishes of the 
committee. 

Senator Brste. We will bear that in mind. 

You mentioned on page 10 about the mercury program, and you 
comment that after 1958, it becomes very precarious because the present 
purchase program expires on December 31, this year. What recom- 
mendations do you have in regard to mercury ? 

Mr. Seaton. We have no recommendations at this time, Senator 
Bible. We are carrying on our research program, as I pointed out, 
which is running in the magnitude of $170,000 a year. 

Senator Brstz. Would you repeat, that, please ? 

Mr. Seaton. Senator, in answer to your question of what we have 
proposed now in the case of mercury, I said that as of now, we have 
nothing to propose on that except that we will continue to carry on our 
research and technological program, which is now running in the 
magnitude of $170,000 a year. 

What happens with the purchase program which is now in effect, of 
course is beyond our control. It may be extended, or it may not be. 

Senator Brete. Do you recommend the extension of the program? 

Mr. Seaton. Senator, I am not competent in that area, because that 

rogram has to do, as you well know, of course, with the Office of 
Defense Mobilization, for certain strategic and military purposes, 
both fields in which I have no present competency. 

Senator Bret. We are advised, and the reason I persisted in the 
questioning, is that one of the largest mercury producers in the world 
is located in the State of Nevada, and I am advised that if the mercury 
purchase program is not extended beyond that date, they will go out 
of business. 

Do you have any recommendation along that line? I assume mer- 
cury is classed as a mineral and within your general purview. 

Mr. Seaton. Yes, sir. I do know that the Tariff Commission is 
presently engaged in a study on mercury. I do not know for a fact 
that this program will come to a close at the end of 1958. There is 
some indicative evidence that it might, but, unfortunately, I am not in 
a position to give you a yes or no answer. 

Senator Bree. I wonder if you might have someone of your people 
take a look at that as to the expiration date. I thought the law itself 
expires as a matter of law on December 81, 1958. 

Mr. Harpy. Senator Bible, it isa matter of regulation. 

Senator Brstx. The present regulation does expire, though, Decem- 
ber 31, 1958; is that correct ? 

Mr. Harpy. That is right, sir. 

Senator Brstz. May I ask about the carlot program for manganese ? 
You touched on that. How long will the carlot program last in the 
manganese program ? 

Mr. Harpy. Our latest information, Senator Bible, is the last of 
the fall of 1959. 

Senator Brere. When that program expires, have you given 
though to what you will do then ? 

Mr. Harpy. Not atthistime. We will be taking a look at it. 

Mr. Seaton. We have only done that in general terms, Senator; if 
it did expire, we would then be prepared to come up here, if the in- 
dustry needed it, and make some recommendations. That was covered 
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in my general statement, or at least I wanted it to be covered, that we 
were offering these specific minerals at this time in the stabilization 
plan, subject to review with Congress and the Executive, and the 
possible inclusion of others. Or you might, in your judgment, wish 
to exclude one or so in another year. 

Senator Braue. If, by chance, the reciprocal trade agreement is ex- 
tended for 5 years, would it be authority vested in the President there 
to lower any of these prices embraced within this particular stabiliza- 
tion program under the provisions of GATT ? , 

Mr. Seaton. As far as I understand, there is nothing in the recipro- 
cal trade agreements which covers this area of the domestic stabiliza- 
tion plan. I presume that, unless there is language therein in a specific 
way, he could increase or lower tariffs on some of these items. But 
that would be one action over here, whereas the stabilization plan, we 
would hope, would still be in full effect and force by the wish of Con- 
gress so that we could maintain these stabilized prices in those areas 
if they were affected by lowering any of the present tariffs. Of course, 
they could be affected just as well by increasing, as I understand the 
language of the Reciprocal Trade Extension Act. 

Senator Brete. You believe there is nothing in the framework of 
that act that runs counter to the Stabilization Act as proposed by 
yourself ? 

Mr. Seaton. Not as I understand it. It has not been called to my 
attention if there is, Senator. 

Senator Bratz. The suggestion has been made to me that there might 
be that possibility, and I was suggesting it to you. We might be in 
a better position to judge it after we have the exact legislation before 
us. 
Mr. Seaton. We would be glad to take another look, but I am, at this 
moment, quite certain that there is nothing that will run counter. We 
are proposing this for 5 years, and, if the Congress sees fit to adopt it, 
which I hope it does, and then extend the reciprocal trade agreements, 
then this is a bill and stabilization plan to run concurrently with the 
extension of the reciprocal trade agreements. 

Senator Bree. I know what you mentioned about tungsten, and, 
possibly, I would like to ask the same questions about lead and zinc. 
Do I assume that the figure of $36 per unit is contemplated to be suffi- 
cient to create a domestic production of 375,000 units? 

Mr. Harpy. Yes, Senator Bible. In our best judgment, it would 
bring that amount of production out. 

Senator Bisie. There are producers in the United States that can 
produce at $36 per unit and produce that number of units, and would 
continue in business ? 

Mr. Harpy. That is correct, sir. 

Senator Brsiz. That would not be any great number, would it, 
numberwise ? 

Mr. Harpy. The number of producers ? 

Senator Brste. Four or five, possibly ? 

Mr. Harpy. I would judge more than that, Senator Bible. I notice 
that testimony of one of the industry witnesses before this committee 
the other day mentioned a $37 price. 

Senator Brsxe. I think, of course, in this area, as the Secretary and 
yourself have both commented upon, this is an area where there is 
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considerable difference. But it is your considered judgment that, with 
that unit price, you could produce 375,000 units domestically in the 
United States ? 

Mr. Harpy. That is correct. 

Senator Warxins. How many tungsten producers are there in the 
United States? Iam curious. 

Mr. Harpy. Are you referring to the present time, Senator Watkins? 


Senator Warxkrns. Yes. i 
Mr. Harpy. I believe we have four firms that are reporting at the ; 
present time. 5 
Senator Warxins. How many were reporting last year ? : 
Mr. Harpy. I believe it was over 200 producers. ' 


Senator Warxins. I am talking about producers. It has been cut 
down to 4 or 5 4 

Mr. Harpy. That is where it is at the present time. We would con- 
template, with this program, that there would be considerably more 
than 4 or 5 producing under the program. 

Senator Brete. Ten or twenty, or something like that? 

Mr. Harpy. Something in that area. 

Senator Biste. On the point of tungsten, Mr. Secretary, I have 
read your comments on tungsten, and know of your good offers to 
attempt to secure the money to go along with Public Law 733. Does 
this stabilization plan, so far as it concerns tungsten, supplement or 
supplant your efforts to secure money for Public Law 733% 

Mr. Seaton. Well, Senator Bible, the practical result of this would 
be a new approach to the problem of trying to take care of the tung- 
sten situation, since we have this legislative history, unfortunately, 
where the Congress authorized the 3-year program and then we were 
unable to get, because of negative action in one of the Houses of Con- 
gress, the money to carry the program on beyond the first year. 

Senator Bratz. May I ask one further question? Do you think 
that, in addition to the recommendation of the stabilization plan, 
there still is complete justification on behalf of the Congress of 
attempting to secure the funds to pick up the stockpiling that various 
tungsten producers made pursuant to, at least, the moral obligation 
. the Congress? That would be over and above the stabilization 

an. 

r Mr. Seaton. Well, Senator, I know you don’t intend it that way, 
but you have me on very dangerous ground now, because I have not 
only been thwarted by one House of the Congress in obtaining the 
appropriations, but I have actually been ordered to cease and desist 
from using any DMEA money for further exploration. 

I would rather not define the Houses of Congress, but I am sure 
the Senator knows what I am talking about. We proposed the pro- 

ram in the first instance because we thought it was a good and 
justifiable program. We have continued to support it on that basis. 

But it is perfectly obvious that we are not going to have success in 
that area. 

Senator Brete. I wanted to clear my own thinking that one would 
not necessarily run counter to the other. 

Mr. Seaton. Not necessarily, and with the tungsten which is in 
stock, the tungsten producers could come in under this program, I 
would think. 
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Senator Brste. Thank you, Mr. Secretary. 

Mr. Secretary, my attention has been directed by the staff to the 
fact that tomorrow morning we have before our full Senate Interior 
Committee a bill to extend Public Law 733, the time limit of it, the 
authorizing law. I understand the departmental views have been 
requested and have not been received. 

It would be helpful if by tomorrow morning we could get the offi- 
cial views of the Department on the time extension of Public Law 733. 

Mr. Seaton. I was not aware of the fact that the committee did 
not have that information. 

We will see to it that you shall have it, if at all possible. 

Senator Biste. Thank you very much, Mr. Secretary. 

(The report on S. 3186 of the Department of the Interior is as 
follows :) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 29, 1958. 
Hon. JAMES BE. MuRRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 


DeEAR SENATOR MurRRAY:.Your committee has requested a report on 8S. 3186, a 
bill to extend for 1 year certain programs established under the Domestic Tung- 
sten, Asbestos, Fluorspar, and Columbium-Tanatlum Production and Purchase 
Act of 1956. 

We do not recommend the enactment of 8. 3186 at this time. 

This bill, if enacted, would extend to December 31, 1959, the provisions of sub- 
sections (b) and (c) of section 2 of the Domestic Tungsten, Asbestos, Fluorspar, 
and Columbum-Tantalum Production and Purchase Act of 1956 (Public Law 
733, 84th Cong., 70 Stat. 579). Subsection (b) of section 2 of that act provides 
for the establishment of a program to purchase nonferrous chrysotile asbestos in 
amounts not to exceed 2,000 tons of crude No. 1 and crude No. 2 combined, and 
2,000 tons of crude No. 3 when offered with crude No. 1 or crude No. 2, or both, 
at a stipulated ratio. Subsection (c) provides for a program to purchase no 
more than 250,000 short tons of acid-grade fluorspar from domestic producers. 
The programs were established to maintain the domestic production of these end 
certain Other minerals in the United States, its Territories, and possessions, and 
to assist domestic producers in reorienting to normal competitive market condi- 
tions. These programs terminate upon the expiration of the act on December 
31, 1958. However, the quantitative objectives of the acid-grade fluorspar and 
asbestos purchase programs have not yet been reached. Funds appropriated for 
the fiscal year 1958 and not used for the purchase of these two minerals will 
revert to the Treasury July 1, 1958. 

The domestic minerals stabilization plan which I outlined to your committee 
on April 28 provides for the stabilization of up to 180,000 tons annually of acid- 
grade fluorspar at a stabilization price of $48 per ton. My statement to your 
committee, on page 7, contains the following observations about fluorspar : 

“Fluorspar, acid-grade: The Public Law 733 purchase program was devised to 
maintain production at high levels and to assist the industry to bridge the gap 
between the cessation of purchases for the strategic stockpile and anticipated 
increases in industrial requirements for fluorspar. Thus far, it has in part 
achieved this objective. Production has been maintained at a high level. How- 
ever, we feel that there is a danger if the program is continued in its present 
form that domestic producers will be severed from their contractual relation- 
ships with the consuming industry.” 

Thus, if the plan we recommend is enacted by Congress there will be, in our 
opinion, no necessity for the continuation of the Public Law 733 program for 
acid-grade fluorspar. 

In regard to asbestos, I pointed out that sufficient funds to carry out the asbes- 
tos purchase program have already been appropirated. However, those funds re- 
maining unexpended as of June 30, will revert to the Treasury, although the 
present authorization of the program will continue until December 31. We be- 
lieve that if sufficient funds are made available for completion of the present 
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authorized program under Pubile Law 733, it will not be necessary to extend 
the authorization as contemplated in 8. 3186. 
The Bureau of the Budget has advised us that there is no objection to the sub- 
mission of this report to your committee. 
Sincerely yours, 


Frep A. SEATON, 
Secretary of the Interior. 


Senator Brste. We will stand in recess until 2 o’clock tomorrow 
afternoon. 


(Whereupon, at 12: 58 p. m., the committee recessed, to reconvene at 
2 p.m., Tuesday, April 29, 1958.) 
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TUESDAY, APRIL 29, 1958 


Untrep Srates SENATE, 
SuBCcOMMITTEE ON MINERALS, MATERIALS, AND FUELS, 
OF THE CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 2 p. m. in room 224, 
Senate Office Building, Hon. James E. Murray (chairman of the full 
committee) presiding. 
Present: Senators Murray, Bible, Malone, Dworshak, Allott, and 
Watkins. 
Also present: Robert W. Redwine, assistant counsel. 
The Cuarrman. The committee will come to order. 
We are glad to have you back, Mr. Seaton. 
Mr. Seaton. Thank you, Mr. Chairman. 
The Cuatrrman. We have a few questions to ask of you. 


STATEMENT OF HON. FRED A. SEATON, SECRETARY, DEPARTMENT 
OF THE INTERIOR, ACCOMPANIED BY ROYCE A. HARDY, ASSIST- 
ANT SECRETARY (MINERALS RESOURCES), DEPARTMENT OF 
THE INTERIOR—Resumed 


Mr. Repwine. Mr. Secretary, I would like to hand you a series of 
nine questions that the chairman would appreciate your submitting 
written answers to for the committee files. 

Mr. Seaton. We will be glad to do that and we will supply them 
to you in short order. 

fr. Repwine. Mr. Secretary, going back to the plan that you sub- 
mitted yesterday : 

Can a captive producer participate in this program and on what 
basis ? 

Mr. Seaton. I do not think I am in a position to answer that at 
the moment. It is one of the details that we are working out for the 
legislation. I think if I may, I would rather delay an answer to that 
until we get that bill up here which will be very shortly. 

As you know, at least as well as I, it is a difficult problem. 

Mr. Repwine. Then, Mr. Secretary, what will be in the bill to pre- 
vent a large producer from breaking the market by drastic price cuts 
and still participate in the program? Are there safeguards being 
written into the legislation along those lines? 

Mr. Seaton. Well, in the first instance, we have arranged, in our 
thinking at least, an equitable distribution of the stabilization pay- 
ments within the industry which would encompass among other 
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things necessary limits on each participant to afford a fair oppor- 
tunity to the small as well as the large producer. 

Now, in specific reply to your question, I must say, so far as I am 
concerned—and I cannot here now speak for Secretary Hardy or 
others—that hadn’t entered my mind, because, offhand I do not quite 
see where any domestic producer would have anything to gain by . 
demoralizing the market in which he himself is involved. 

If he did it arbitrarily, the net result would be a further burden 
on the domestic stabilization plan. And everyone who was com- 
pe with him, whether he was competing on a large basis or small 

asis, would be afforded exactly the same amount of relief in the 
domestic stabilization plan. So, I do not see where anybody gains 
anything to get himself a very bad name. 
r. Repwine. Well, Mr. Secretary, let’s take a hypothetical ques- 
tion. 

Let’s take a domestic copper company that is not integrated at all— 
that is selling only on the American market. What would prevent 
it from cutting the price, say, 17 or 20 cents a pound 

It would not have anything to lose on it, because you would make 
up the difference under this proposal, would you not? Or are you 
going to put a floor under it 

Mr. Seaton. Of course, Mr. Redwine, I think the most powerful 
force that you have in this country, with all respects to the Congress 
and the executive branches, is the force of public opinion; and a 
mining company which engaged in a practice like that, I think at the 
very least, would get itself in very ill repute with the public. 

I should think both the Congress of the United States and the 
Executive would have plenty to say about that in the succeeding 
session of Congress. 

I would hate to believe that anybody would do that knowingly and 
arbitrarily. 

Mr. Repwrne. Mr. Secretary, I would like to point out a figure to 
you that is classified and then ask a question. 

Recently in an executive session, the ODM advised the committee 
that in the case of metallurgical fluorspar that it was their feeling 
that the American production approximating that figure should be 
maintained as a part of the mobilization. Would you have any ob- 
jection to the metallurgical fluorspar being included in your stabili- 
zation plan at a figure approximating—at a tonnage approximating 
that figure at the same price that is adopted for acid-grade fluorspar? 

Mr. Seaton. Well, Mr. Redwine, in our testimony yesterday, so far 
as metallurgical-grade fluorspar was concerned, we made this state- 
ment which we believe to be true: That domestic production of metal- 
lurgical-grade fluorspar continues to be at a satisfactory level. 

Under Defense Production Act authority the General Services 
Administration is still making contracts with the domestic producers 
for delivery to the stockpile. 

Then we went on and recited the further fact that the Bureau of 
Mines had programed approximately $143,000 in 1958 and it is about 
the same in 1959, for research and problems related to fluorspar. 

Now, in my own thinking I am not conscious of a problem in metal- 
lurgical-grade fluorspar which is comparable to the problem which 
is evidently before us in the case of acid-grade fluorspar. 
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Therefore, we do not at this time recommend a similar program for 
the metallurgical-grade fluorspar. 

Now, I would like to take refuge in our opening statement, a por- 
tion of the statement of yesterday, that this program is designed to 
the needs of today, and we hope the needs of tomorrow for at least 
a 5-year period. But we have tried to make very plain our intent to 
reexamine the program as we went along in the light of experience 
and we expressed the hope—because that is all it could be, you see— 
that Congress would do that also. 

Should we get, then, an occasion which made metallurgical-grade 
fluorspar pertinent to the program, we, of course, would have no ob- 
jection to a serious study of its inclusion. 

Mr. Repwine. Mr. Secretary, without the adoption of this stabili- 
zation program you have presented, what percentage of the tonnage 
of each of the metals involved do you expect our mining industry 
could produce without adoption of this program ? 

Mr. Seaton. Mr. Redwine, I am afraid that is a question that we 
would like to have an opportunity to check into and furnish you on 
the facts later. 

Now, it may be we shall be in a position to do that yet this after- 
noon. But I am not in possession of that information at the moment. 

Mr. Repwine. Mr. Chairman, I have just two more questions. 

Mr. Seaton. Excuse me. May I explain this? 

Mr. Repwine. Yes. 

Mr. Seaton. If this program were not adopted—Secretary Hardy 
savs the only thing he has with him are the current production figures. 

Mr. Repwine. That production is rapidly or gradually dropping 
off; is it not, Mr. Hardy ? 

Mr. Harpy. I believe the coper-production figure has been holding 
rather steady, Mr. Redwine. 

I cannot say as to the lead and zinc, whether that is on the decline 
at, the moment or not. 

Senator Brete. Do I understand that if copper production holds 
at the present level for January, February and March throughout the 
year that it will approximate a million tons at the end of the year? 

How will the stabilization plan help in that respect ? 

Mr. Harpy. It will stabilize the price. And we believe that the 
stabilization plan with the stabilization price will enable a great many 
of the copper companies to resume some of their work such as explora- 
tion and research which evidently they have cut back at the present 
time as evidenced by the decrease in employment in that industry. 

Senator Brste. Approximately how many copper producers are 
there in operation today, roughly ? 

Mr. Harpy. May I look in my book, please ? 

Senator Breie. Certainly. 

Mr. Seaton. While he is looking that up, Senator Bible, I should 
like to add that even though copper production now is running for 
the first quarter of the year in the magnitude of a million tons of 
production for the year, we think there is some evidence to believe 
that if the depressed copper market prices were maintained over the 
whole year that you might find a falling off in that. 

Senator Brste. I was trying to elicit information as to how your 
stabilization plan works, Mr. Secretary. 
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Mr. Seaton. I understand. 

Mr. Harpy. I refer you to page 2 of the Minerals and Metals Com- 
modity Data Summary, Senator. 

Number of mines reported: 475. 

Number of processing plants: 25. 

Senator Bratz. That was as of what date? That is a 1957 estimate? 

Mr. Harpy. That is right, sir. 

Senator Brsue. May I ask this further question? 

I think it is interesting since I have been studying your stabili- 
zation plan. Do you contemplate that if this stabilization plan be- 
comes law it will result in increased employment in the copper field ? 

Mr. Harpy. Yes. 

Mr. Seaton. We think so. 

That would be the net result over a period of time. We think it 
would also result in a firming up of the copper market domestically 
and of the other minerals, at least, which we have in the plan. 

Senator Brste. I understand your philosophy as to how it firms 
it up. But I am a little interested as to will it have the effect of 
creating more employment in the copper industry ? 

Mr. Sxaton. The very first effect we believe would be that it would 
make it possible for the copper producers to reengage in explora- 
tion and research, and we are in possession of information that they 
have had to cut that back, on some occasions to a rather alarming 
degree. 

As we pointed out yesterday that is always the first thing that 
gets cut and the last which is restored. 

One or two of the Senators here yesterday expressed their belief 
that in the case of some of these minerals that the mines were operating 
in hope of a better price. 

Senator Brete. I think that was true of lead and zinc. I do not 
know whether that was true of copper. It may have been true of 
copper as well. 

Would you have any idea as to how many men might be employed, 
additional men? 

Mr. Seaton. Well, on the basis of the record on copper, taking into 
account such changes as modernization and mechanization of mines 
might effectuate, we would think that the establishment of this plan 
should be able to maintain the general magnitude of those which have 
been employed historically in this industry per hundred or thousand 
tons of ore produced. 

It is a little difficult to pinpoint it down, because times change, and 
men change with them, as well as methods. It certainly will not put 
anybody out of work, Senator. That I will say. 

Nanak Brsie. Well, I would hope that was true. I think one of 
the objectives is to create employment out of this. 

Mr. Seaton. If it did, it would be a terrible shock to us, I assure 

ou. 

Senator Bratz. I realize it firms this up, but I am interested also 
in knowing how much employment it provides, if you know? 

Mr. Seaton. Well, we think it would be in the magnitude of those 
figures which have prevailed historically in the years since 1951 
which you find on page 36. 
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I would also like to point out that we are thinking not only 
in terms, in these minerals, of those men who work in the mines, 
but also those engaged in processing and allied activities in 
connection with it. 

Senator Brsite. Mr. Redwine. 

Mr. Repwrine. Mr. Secretary, the program you presented yesterday 
has no escalator provision init. Isit the contention of the Department 
that it knows now what things will be 4 years hence, and there 
should be no escalator provision in it? 

Or how much thought has been given to that? 

Mr. Seaton. Mr. Redwine, it is precisely because we cannot claim 
to know what things will be like 4 years hence, using your phrase, 
that we have not provided for specific escalation clauses. 

In other words, moving up or down. We have, I repeat, empha- 
sized as carefully as we could our pledge to reconsider this situation 

year by year and to express the hope—and I think it would be re- 
‘lized_-that Congress would likewise. 

In other words, we would have it under continuous review. The 
Congress, so far as Members are concerned, might not find that pos- 
sible, but certainly the staffs of the appropriate committees would, 
I would think. And that would provide the automatic mechanism for 
an escalation provision. 

Now, further than that it is the belief of our technical experts that 
the adoption of this program will result in a firming of the market 
and a gradual moving of the domestic market prices toward these 
stabilization price lev els. And that in itself would be automatic es- 
calation. That would be upwards. Which from our point of view 
would be all to the good. 

Mr. Repwrnp. Mr. Chairman, I have a few questions on chromite. 

Senator Brsze. Surely. 

Mr. Repwrne. Mr. Secretary, on May 4 last year you appeared be- 
fore this committee and made a recommendation with respect to chro- 
mite, recommending that the Congress provide a $21-a-ton bonus or 
subsidy for the chromite producers. At that time, as I recall it, 
also stated that you would consider a higher figure if it was ounbby 
testimony before this committee that that was inadequate. 

Well, without exception, Mr. Secretary, industry witnesses have 

said it was totally inadequate, unrealistic. 

Yesterday, however, you made in your presentation—or in your 
presentation you ur ged that Congress pass that legislation. Have 
you had an opportunity to read the testimony before this committee 
of last year about the industry in respect to chromite? 

Mr. Seaton. I cannot say, Mr. Redwine, that I have read it. 

I had it called to my attention. And if my memory is correct, 
didn’t this committee amend that proposed price for chromite up- 
ward? 

Mr. Repwine. No, sir. We have taken no action. That is one of 
the bills that you have presented to the committee that no action has 
been taken on, Mr. Secretary. 

Mr. Szaton. It must be then, Mr. Redwine, that I based what now 
develops as false memory out of the testimony which was given before 
the committee and assumed that that would be the committee action. 
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We would have no reason to be arbitrary about that. If it can be 
established that that price is inadequate, we would be quite suscept- 
ible to a recommendation to increase it. 

I would like to have an opportunity to study it along with Mr. 
Hardy. 

Mr. Repwine. I would like, Mr. Chairman, the privilege of ab- 
stracting that testimony and furnishing it to the Secretary and Mr. 
Hardy where witness after witness said it was inadequate. 

Senator Brae. I suggest that be done. 

Mr. Repwrine. That is all I have, Mr. Chairman. 

Senator Brste. Mr. Secretary, might I ask a question as to the 
operation of this stabilization plan ? 

I understand you are going to send up legislation. But does the 
domestic producer have to actually consummate a sale of the commod- 
ity to be eligible for stabilization payments ¢ 

Mr. Searon. Well, that is another one of the details we are work- 
ing on. 

But there has to be some evidence some place. And it would seem 
to me, Senator, that there would have to be some evidence of exchange 
in the market place, I would think. It may be that our experts will 
think differently. But that would be my opinion. 

Senator Breie. In order to be eligible the producer would have to 
make an actual sale; is that correct, at, say, 25 cents? Then he would 
be entitled to the differential between 25 and 2714 cents. 

Mr. Seaton. I would like to put it this way: I do not myself quite 
see how you would be establishing what the stabilization payment 
would be unless you have concrete evidence of an arm-to-arm trans- 
action in the market place. 

Senator Bretz. I am wondering how that works out then in the 
question of allotting the million tons to various producers. 

How do you determine how many of the producers that produce a 
million tons will receive what percentage ? 

Is that a historical pattern ? 

Mr. Seaton. We have some historical patterns for that in some of 
the purchase programs which we have had in the past. And I would 
not anticipate any great difficulty in defining those details. I may be 
wrong about that. But I do not now anticipate any great difficulty. 

Senator Bratz. Well, a number of those in the industry quite obvi- 
ously asked the question how it is going to work. Maybe your legis- 
lation tells that story ? 

Mr. Seaton. We expect it to. You have no big problem until and 
unless you exceed the production maximum, which is affected by the 
stabilization plan, you see. 

Senator Brete. I understand this was to be administered as you 
suggest in your department by the Secretary in charge of mineral 
resources in the Department. 

Mr. Seaton. Yes. 

Senator Brste. Would he set up any type of quota system to see 
that individual producers did not exceed the total of a million tons in 





the case of copper, 375,000 short ton units 
Mr. Seaton. If you don’t mind, I would rather reserve that answer 
until we come before this committee with the legislation. 
Senator Brete. Very well. 
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Mr. Seaton. I had hoped, as a man hopes, that he could talk in the 
realm of the principle of the thing. 

Mr. Brats. Very well. 

Mr. Seaton. We will be prepared to provide all of those answers 
when we get around to the specific details of the program. 

Senator Brste. Very well. I think we can defer those then. 

Senator Maione. 

Senator Matonr. Mr. Secretary, some of the chromite producers 
took exception to your testimony yesterday when you said that on 
the basis of your best information available the program objectives— 
that is, in chromite—will be filled within the next 4 or 5 months; I 
did not know in my own knowledge when they would be filled; but 
you said further that there is pending before this committee a pro- 
posal which would provide for production bonuses for chromite. We 
urge the committee, in view of the short time, to act rapidly in order 
that there not be a gap between the termination of the old program 
and inauguration of the new. 

You know there are a good many details for you to work out over 
there, and this is only one of your problems. 

I thought you might care to correct it providing you are wrong. 
They say that the Grants Pass program in Oregon: is expected to 
stop inamonth. The GSA publishes a tonnage remaining each week. 

Now, that is something that would just be a matter of fact. So, I 
suppose you will correct anything you find in the record that you 
care to correct anyway when you read it over. And I just call that 
to your attention. 

Mr. Seaton. I appreciate that, Senator. This information we fur- 
nished on the Production Act program I think we got from the Office 
of Defense Mobilization. 

If there is a substantive difference, we would be glad to correct it. 

Senator Martone. I would have your expert check that again. 

Mr. Seaton. I think before you came in I expressed my willing- 
ness to be susceptible to adjustment on the chromite price on the basis 
of the testimony given to this committee. 

I asked to have a chance to look it over, but we do not arbitrarily 
oppose a chance in that. 

Senator Martone. Now, then, they did ask why the substantive 
only $21 per long ton on chromite, and why a limit of 50,000 tons 
per year! The United States uses 1,900,000 tons a year. 

There are other details; mostly they disagreed on the price of $21 
added to the world price, which was about $60 a ton, would equal $81 
per ton, whereas the price they are getting now is somewhere around 
a hundred and ten dollars, and it is keeping them in business. 

The $21 added to the world price would not keep them in business, 
they say. 

The $21 per ton on top of the world price is what I am talking 
about. 

I just call it to your attention so if there are any corrections to 
be made—— 

Mr. Szaton. Yes. I appreciate that very much. 

Senator Matone. The chromite schedule of chrome concentrate 
price schedule for lump ore is given here in a table. I would ask 
that this table, Mr. Chairman, be made a part of the record. 
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(The table referred to is as follows :) 


Chrome concentrate price schedule (for lump ore add $5)—Grants Pass base 
price 


Chrome to iron ratio 


Chromic 
oxide 


3tol |2.9to1|2.8to1|2.7to1|2.6to1|2.5tol 
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Senator Matonr. I think the Secretary has made a good presenta- 
tion, from his standpoint. He has recognized that it is necessary to 
have a fixed amount added to the world price, or a tariff to equal the 
difference in domestic and foreign costs, to keep the mines running. 
Whether his prices are right or not, to fill the domestic and foreign 
gap is something the committee will have to consider when this bill 
comes before the committee. 

I do understand, Mr. Secretary, you intend to suggest legislation 
that would carry out your program ¢ 

Mr. Seaton. Yes, Senator; we do. 

Senator Matonr. When the Secretary comes before the committee, 
when would you consider that you would be ready to suggest your 
legislation ? 

Mr. Sraton. Well, Senator, in your absence yesterday, I was asked 
the question, and I replied that within a week to 10 days. And I 
would hope it would be closer to a week than 10 days. ‘The people in- 
volved in the preparation of legislation are busy on it. 

Senator Matong. Now, since the proposal has been made—appar- 
ently, all of the producers in the country are aware of the price sug- 
gested, and we probably will receive a good many suggestions from 
the producing States—Nevada, California, North Carolina, and other 
States that produce these minerals—I would like to ask the Secretary 
if he believes that new mines or new ore will be found, or that his 
principle would encourage the search for such reserves, any program 
that is dependent upon an annual appropriation by Congress ? 

Mr. Seaton. Senator Malone, I would say it would not discourage 
it. And I would further say that, so far as I can understand, this is 
the best we can do, under present circumstances in this country and 
in the world. 

Now, I further agree with you completely, as I had in many of our 
conversations outside of this committee room, that I just do not hap- 
pen to believe that we are at the end of our exploration and discovery 
of minerals in this country. I am too much of an optimist to believe 
that we are on the downgrade. All of this poppycock by theoretical 
engineers, professors, and would-be prophets is without foundation 
of any kind. 

Senator Martone. Mr. Secretary, we haven’t scratched the surface. 

Mr. Seaton. It is one of the reasons, Senator, that I am so vitally 
interested in recommending to the committee and to the Congress that 
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increase of $514 million in research and technology money which we 
shall ask for again; because I think that it is clearly in the national 
interest that we should proceed at the rate which we contemplate. 

Senator Maton. There are some differences, some disagreements, 
as to what field the Bureau of Mines should cover over the past 30 
years; I have only known of 1 discovery of ore to be made by engineers 
of the Bureau of Mines. That was an accident. They found anti- 
mony when they were looking for tungsten in Idaho. 

e never heard the last of that one. They are not geared to that 
business. What they are geared to is research, and to original re- 
search and laboratory work, for new and improved methods of 
beneficiation of ore. 

Every once in a while you come up with something there that 
revolutionizes an industry. For example, in Minnesota, the money 
that you have furnished, partially at least, to private laboratories 
and pilot plants and your engineers—which are fine engineers; for 
many of them it is a lifetime work—they have come up with a method 
of beneficiation of manganese in Minnesota where you could take that 
15 or 20 percent manganese and with the difference—whether it is 
a fixed price or a tariff or a duty—the difference between the effective 
wages and the taxes and the cost of doing business here and in a 
chief competing country on manganese and all of the manganese will 
be produced here within 5 years. When the 1934 Trade Agreements 
Act expires on June 30, we get away from trading industries for for- 
eign policy. Congress is not in that business—and only the Presi- 
dent would do that. There are mountains of manganese, 50 billion 
tons of it, in Minnesota alone. So, in committee, I would favor any 
amount of money that your engineers thought they could use in 
research, laboratory work, pilot-plant work. I would favor very 
little money for your engineers to go out and look for mines, because 
none of them ever find any. They are not geared to it. You know 
engineers turn mines down ; they do not find them. 

Mr. Seaton. Senator, may I say this to you? The money we are 
asking for does not involve any search on the part of the Department 
of Interior. 

Senator Matone. I am glad to hear that. 

Now, the way to find mines is to make this mining business profit- 
able over a long term of years, which can only be done on a prinicple 
established by Congress. And it is not on a principle established 
by Congress; it is not on a principle established by anybody; it is not 
on a principle; it is sips a shotgun method of trying to bring 
some mines into production, pending the expiration of the 1934 Trade 
Agreements Act on June 30; it is a good interim suggestion. 

The only method is to go right back to your tariff act in accord- 
ance with article 1, section 8, of the Constitution, that you built the 
country for 150 years to the highest standard of living in the world. 
The principle of Congress establishing a duty or tariff that makes 
equal difference in living standards here and abroad on principle. 
So you can get private money to go into any business, whether it is 
textiles or minerals or machine tools, when you believe that you have 
located a place in the United States with the raw materials, trans- 
portation, and markets, all the plant factors right, that you can 
compete with other Americans. Then you are in business. 
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If you have that policy, which we had for 150 years, and which 
we will have again if we just fail to extend the 1934 Trade Agree- 
ments Act, we are in business on a principle again. And then if 
your judgment is good you make a profit—then “these private com- 
panies always keep ahead of their mining in the search for new re- 
serves. I think you will find, without exception, that all the minerals 
that you mention here and ‘all the remaining minerals, that today 
you have more reserves than you had 50 years ago or 10 years ago 
or a year ago, as long as it is profitable to mine them. Now, when 
it becomes unprofitable, then they do what the boys in the industry 
call gutting the mine; they stay in business as long as they can by 
taking out the high-gr: ade ore and then your low-grade is gone. They 
have such a thing as established “heads” in a mill. If it is tungsten, 
maybe some mine some low grade and some high grade, 2 percent 
or less than half of 1 percent; but they establish what. they call heads; 

maybe three-quarters of 1 percent or six-tenths of 1 percent : at the 
mill: and they maintain those heads, because there is a profit in it. 

And that means they take out the low grade as well as the high 
grade. 

When you get to the point where you are dependnt on appropria- 
tions each year, nobody spends money looking for reserves. So, I 
think, as an interim proposition pure and simple, that you have made 
what you think is the best proposition you can make with the approval 
of the White House. 

And at the time you discussed lead and zinc you were for a tariff 
when the price went below a certain price. I think I said then that 
you are the first .o break through the sound barrier at the White 
House and get them to admit you have to have a tariff or a fixed price 
to equal the difference between the cost of producing an article here 
and in the chief competing country; therefore, I would support you 
in your program. 

Now, you are still working at it, and I appreciate it. I think you 
are making progress. And if you will just let Congress go ahead now 
and use its best judgment and regain its responsibility in the regula- 
tion of foreign trades; this is a good interim proposition—I will be 
for it on that basis. 

Senator Bratz. Thank you, Senator Malone. 

Senator Dworshak ? 

Senator DworsHak. One question, Mr. Chairman. 

Mr. Secretary, assuming there is an expansion in the production of 
minerals under this program, do you think that you would be able to 
cope with taking care of the expanded production without some 
import quotas on ‘these minerals? 

Mr. Seaton. Yes, sir. 

Senator Dworsnax. How can you accomplish that? Aren’t you 
fearful that, without some protection against these low-cost minerals 
produced abroad, you will inevitably have difficulty ? 

Mr. Seaton. Well, of course, Senator, I want to repeat now, as I 
said a few minutes ago before you came into the room, I make no 
claims to omnipotence. I have no erystall ball. But to the best of 
my information and advice, I believe that this is a workable and a 
sound and a fair plan. I think it is good not only for the minerals 
industry ; I think it is good for America. 
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And I would hesitate to believe that in the years to come that the 
combined attention and wisdom of the Congress of the United States 
plus such efforts as we are able to add from the Department of In- 
terior would be unable to cope with these problems if and when they 
arise. 

Senator Dworsuax. Haven’t our experiences of the past few years 
with lead, zinc, and various other minerals demonstrated that these 
minerals can be produced abroad at much lower prices than in this 
country 4 

And with these lower costs, we constantly face this competition. 
We have learned that with tungsten and different minerals. And 
while I realize that you are dealing with generalizations at this time— 
and I share your hope that you will be able to work out a successful 
program—I am wondering whether you have given any serious con- 
sideration to what appears to me to be an absolute necessity of plac- 
ing some restrictions on these foreign imports # 

Mr. Seaton. Yes, Senator, we have. 

We think that this is by far the preferable plan, bearing in mind, 
as I said yesterday, that I happened to be convinced that we do need 
these allies; that some of them have had troubles that are very close 
to those we have had in these same minerals areas. Some have had 
more trouble; some less. We think that this gives the domestic pro- 
ducer an additional production in the sense that it does give him 
what we conscientiously and honestly believe after a good deal of 
thought and study a reasonable price level, and that these stabilization 
payments on the part of the Government are that insurance policy. 

Now, I would want to say again—I am quite clear in my own mind 
that this will require constant review, not only by ourselves but, as 
I said, I hope with the Congress. You may want to go up; you 
may want to go down. 

Senator DworsHak. Have you considered the potential maximum 
of mineral production under this program in the light that you shall 
be able to get the necessary funds to finance the program ? 

Mr. Seaton. Yes, sir. 

Senator Dworsuak. You think it will be sound economically and 
will prove to be a good investment not only for the industry so far 
as stabilization is concerned, but that Congress will recognize that 
it merits the investment of Federal funds to the extent that it will 
probably be required. 

Mr. Seaton. Senator, I think we have the facts to present a good 
case in that respect. And I, of course, would hope that most of the 
members of this committee, if not all, who are so vitally interested 
in these same problems, would also lend their good offices in that 
direction. 

I might add that the production limits which we have set in the 
case of these minerals gives elbowroom for the industry in which to 
expand. They are not as high perhaps as some people might think 
of. But if you go over the historical record in a copy of this book 
which has been furnished to each one of you, you will find it is a 
very fair level. 

Senator Dworsuax. Of course, you and I recognize that while 
we may visualize these long-range programs to stabilize mining in 
this country, and while this committee has been most sympathetic 
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at all times to many of these proposals in the interests of safeguarding 
our domestic production, that frequently we encounter much opposi- 
tion on the floor of the Senate. I think even more so on the floor of 
the House. 

And that it will be necessary to work out sound constructive pro- 
grams which will merit continued support. And failing in that 
objective, we will probably have more headaches and more difficulties 
in the mining industry than we have had in the past. And we have 
had far too many in the past few years. 

You are fully cognizant of that aspect of it ? 

Mr. Seaton. Yes. There is something inherent in the work of the 
Department of Interior that forces us to meet up with obstacles from 
time to time, not only in this field but in reclamation and others. 
But I do no want to believe for one that the Congress of the United 
States will reject a program like this with the merit and the quality 
which is behind it. 

Senator DworsHak. I think you are deserving of commendation 
during your incumbency as Secretary of the Interior. At least you 
have been courageous to recognize these problems. And they have to 
be recognized before you can come up with solutions. And I cer- 
tainly hope that you will be able to submit details to this committee 
which will result in approval of some program that will have real 
merit and lasting good effect. 

Mr. Seaton. Well, Senator, if I may say so, that is why I began 
my remarks yesterday by saying it is a pleasure to again appear 
before this committee, because in a very large sense, we are here enlist- 
ing your aid. I have always found this committee, the members of 
both parties, very, very helpful in the work of the Department of the 
Interior. 

Senator Brete. Thank you, Senator Dworshak. 

Senator Watkins? 

Senator Warxrns. I do not think I have anything to add to what 
I said yesterday. 

Senator Brsrez. I think the Secretary said he would have a program 
in about a week or 10 days. 

Senator Auuorr. I have no further questions, Mr. Chairman. 

Senator Bratz. I would like to ask just one more question. It may 
well be in the record, Mr. Secretary. Maybe Mr. Hardy can direct 
his attention to this, as you indicate. 

Could you furn’sh for the record the basis on which you arrived at 
the 161,090,000 as to each of the metals? As I understand it, you take 
one and you take the difference at the world price, 2714 cents, and 
multiply it by a million tons. That arrives at X millions of dollars 
for copper ; is that correct ? 

Mr. Seaton. In a general way, yes, Senator Bible. 

Senator Brete. You take current world price as of yesterday for 
lead, zine, fluorspar, tungsten, copper, and then develop the differential 
and multiply it out by the tonnages, the pounds, the units. 

Mr. Harpy. Yes; we haven’t worked out all the exact mechanics of 
it yet. We can show you the justification of that total figure that we 
testified to yesterday. We will be happy to submit that. 

Senator Briere. I think that would be helpful. I understood you 
from your testimony to say yesterday that you took the differential 
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between the world price and this so-called stabilization price and mul- 
tiplied that by tonnage to arrive at the total figure. 

Mr. Seaton. It would more specifically be the domestic price. And 
there might not be any written variation in that, Senator Bible. Be- 
cause it is a domestic price and domestic cost, you see, which are 
involved in the problems of operating a producing mine. 

Senator Brstz. The staff member has a further question he would 
like to ask. 

Mr. Repwine. Mr. Secretary, would you consent to conversion of 
these fixed tonnages that are now in the proposal into a percentage 
of last year’s consumption so that over the 5 years as domestic con- 
sumption grows, domestic production could also grow? 

Mr. Seaton. You say you want us to present those ? 

Mr. Repwine. No, sir; I said would you consent to that theory ? 

Senator Attorr. May we have that question repeated? I would like 
to understand the question before I hear the answer. 

Senator Brste. Mr. Redwine. 

Mr. Repwine. Would the Secretary consent to a conversion of 
these fixed tonnage figures that are now in the plan into a percentage 
of last year’s eee so that over the 5 years, as domestic con- 
sumption increases, the production could also increase, and be pro- 
tected. 

Mr. Seaton. Well, Mr. Redwine, I would dislike very much to give 
a snap judgment on that, because every piece of this program we 
have presented has taken a lot of thought. And I would like to have 
an opportunity to counsel not only with Mr. Hardy but our technical 
experts on that question. If you would like us to provide it for 
the record, we shall be glad to do that. 

Senator Brste. I think it would be helpful and it would require 
some study on the part of the Department. 

Do we have further questions of the Secretary ? 

(No response. ) 

Senator Bree. If not, I want to express on behalf of the chairman 
and of all the members of the committee our thanks for your con- 
tinued cooperation and helpfulness in this very complex field. 

You are always most welcome in front of this committee. I under- 
stood you might have some concluding statement you want to make. 

Mr. Seaton. Yes. 

Mr. Chairman, I would like to say this: First, Mr. Chairman, I 
want to express again the fact that I am very grateful for the ques- 
tions that have been asked in this hearing and for the various helpful 
way in which this committee, as usual, his gone about its business. 
And then I would like to say again that the overall plan which we 
have presented to the committee has been carefully considered over a 
sited of a considerable length of time by the Department and has, 
as I pointed out yesterday, the approval of the President. And we 
believe that the overall plan which we submitted is sound and prac- 
tical and will achieve its stated objective. 

Like all plans, however, the effectiveness and attainability vary 
with modifications. And we hope that the Congress will take favor- 
able action on the drafting legislation which we have again said today 
will be presented to the Congress in a very few days. 

And I thank you very, very much, Mr. Chairman. 
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Senator Brste. Thank you very much. 

Senator Martone. May I say right at this point: The committee 
reported the bill out to extend the 1953 bill, as it was extended in 
1956, the 4 minerals, for 1 year, extending it to January 1, 1959, I 
think. 

So that it will be there as a piece of machinery in the event the 
Congress should decide to appropriate the money for those minerals. 

Senator Brece. Thank you very much. 

The subcommittee will be in recess until Thursday morning at 
10 o’clock when we will have some of the industry witnesses in for 
their comments on the suggested program. 

Thank you very much. 

(Whereupon, at 2:45 p. m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Thursday, May 1, 1958.) 
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THURSDAY, MAY 1, 1958 


Untrep States SENATE, 
SUBCOMMITTEE ON Mrnerats, MATERIALS, AND FUELS, 
OF THE COMMITTEE ON INTERTOR AND [NsuLaR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pore ant to recess, at 10 a. m. in room 224, 
Senate Office Building, Hon. James E. Murray (chairman of the 
full committee) presiding. 

Present : Senators Murray, Church, and Dworshak. 

Also present: Robert Redwine, assistant counsel, and George B. 
Holderer, staff engineer. 

The Cuatrman. The committee will come to order, please. This 
is a continuation of the hearings of the long-range minerals program. 
The first witness will be C lyde Flynn, representing fluorspar 
producers. 

Mr. Flynn, will you state your name and anything you wish to 
state for the record. 


STATEMENT OF CLYDE L. FLYNN, JR., VICE PRESIDENT, HICKS 
CREEK FLUORSPAR MINING CO., ELIZABETHTOWN, ILL. 


Mr. Fuynn. Thank you, Mr. Chairman, my name is Clyde L. 
Flynn, Jr. My address is Elizabethtown, Ill. 1am vice president of 
the Hicks Creek Fluorspar Mining Co., and I am also a representa- 
tive of the independent fluorspar producers who furnish more than 

75 percent of the fluorspar produc a in this country. 

Mr. Repwrine. Mr. Flynn, are you familiar with the mineral stabi- 
lization plan submitted a day or two ago by Secretary Seaton? 

Mr. Fiynn. Yes, sir. I heard his testimony both days before the 
committee. 

Mr. Repwine. I presume that you will develop your industry’s 
reaction as to the effect that the plan would have on your industry 
should it be adopted ? 

Mr. Fiynn. Yes, sir, that is what I intend to do. 

Mr. Repwine. You will develop that ? 

Mr. Fuynn. Yes, sir. 

The Cuatrrman. You may proceed in your own way. 

Mr. Frynn. Mr. Chairman, I have no prepared statement. I do, 
however, appreciate the opportunity to appear here and comment on 
the minerals stabilization plan presented by the Secretary of the 
Interior. Since it was only presented in outline form and the actual 
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bill will not be presented to Congress until some time next week, as 
I understand it, I would like your permission to submit additional 
written comments for the record after I have examined the bill. 

This may not be necessary, but I anticipate that there may be pro- 
visions in the bill that have not been discussed before your com- 
mittee. 

It is for that reason that I make this request. 

The Cuatrman. You will be granted that privilege. 

Mr. Fiynn. Since this program was outlined to your committee, 
Mr. Chairman, I have talked to every producer in the country of acid 

rade fluorspar. That is, with the exception of two captive producers. 

have not talked to them. The independent producers are unani- 
mous in their view. Were this program, as outlined, in effect today 
and nothing more, not one single ton of acid grade fluorspar would 
be produced except from the two captive plants, and I don’t think 
they would participate in the program. They have never sold their 
product on the market. There are only two captives operating in 
the country. One produces because he must have domestic material 
to comply with the Buy American Act. The other produces for rea- 
sons of company policy. Incidentally, that last plant is in the proc- 
ess of wientty reducing their production. They are down to 4 days 
a week now. 

Mr. Repwrine. Mr. Flynn, do those two captive plants you referred 
to produce all of their own needs or do they buy on the open market ? 

Mr. Fiynn. One captive produces all of his own requirements. 
That is, practically all of it. He might buy a thousand tons or so a 
year. The other one only produces about 25 percent of his require- 
ments. The rest of it he purchases, from domestic and foreign sources. 

Mr. Chairman, there are several reasons as we see it why thisp ro- 
gram, as it has been presented to your committee, would not work. 
First, of course, is the price that is provided for acid grade fluorspar. 
For a number of years, imports have been forcing the price of acid 
grade fluorspar down. Imports forced the domestic price down from 
$60 a ton to $47.50 per ton about 1954, the latter part of 1954 or the 
first part of 1955. Prices then hit $47.50 a ton. 

That price closed every independent producer in the country except 
one, and they were in the process of closing. Then Congress enacted 
Public Law 733 which provided a base of $53 a ton for domestically 
produced acid grade fluorspar. 

Under that program, the producers continued to operate. Since 
that program has been in effect in 1956, domestic producers have given 
two wage increases totaling 15 cents an hour, and some of the com- 
panies are committed under their labor contracts to an additional in- 
crease next year. In view of the fact that there has been this increase 
in wages since Public Law 733 went into effect, and in view of the 
fact that we could not operate at $47.50 a ton, it should be clearly 
evident that we could not today produce at $48 a ton. 

Mr. Repwine. $48 being the figure, Mr. Flynn, that is contained in 
the stabilization plan ? 

Mr. Frynn. That is true. In addition to that, there is this other 
factor. Public Law 733 provided $53 per ton f. 0. b. the mine. The 
acid-grade fluorspar did not have to be dried. It can’t be stockpiled 
in dried form. So if we were forced to operate under this new pro- 
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posal, we would have the additional cost of about $1.50 a ton to haul 
the material from the mine to the railroad station. We would also 
have the additional cost of drying the material before the consumer 
could use it, which would be an additional $1.00 or $1.50 per ton. 

There has been practically no profit for the operators at $53 a ton. 
I think one of the things that I could show you to prove this better 
than anything else is the fact that there was not one single new pro- 
ducer whe started operating under Public Law 733. In other words 
the profit was so small as to discourage it. One other observation. 
Since the Secretary proposed this program, two of the consumers have 
been contacted by producers, and both stated that even if this program 
became law, they would not be willing to change from imported ma- 
terial to domestically produced material. 

They gave 2 or 3 reasons for that. One is that consumers have 
spent some 8 years now developing these foreign sources, who pro- 
vide a supply of acid-grade fluorspar at extremely low prices, far be- 
low domestic producers’ cost. 

If consumers were to suddenly switch over and buy domestic ma- 
terial, as it is hoped they would do if this bill is enacted, they would 
then stand the chance of losing these very beneficial foreign contracts. 
We could only offer them, as they have said, a contract for 1 year, 
because that would be the length of the appropriation which we would 
have. It would be on a year-to-year basis. Consumers are not will- 
ing to jeopardize their own very favorable position as a consumer of 
cheap, foreign-produced, acid-grade fluorspar for the doubtful this 
legislation even though domestic prices were temporarily lower. One 
of them even went so far as to say that even if the program were 
implemented by a 5-year appropriation which we know it could not 
be, that he still would not change over because he wanted to buy that 
cheap foreign material. 

It was also his opinion that this bill would force the price down 
even further and the foreign producer in turn would give him the 
benefit of that reduction in price. 

Another objection that we have to this program is that the ton- 
nage is fixed at 180,000 tons a year, and that would be all that could 
be produced and sold by domestic producers. 

That is not sufficient to maintain the industry, Mr. Chairman. 
Furthermore, you have the situation of two States, Montana and 
Utah, where there are present operations underway producing metal- 
lurgical-grade fluorspar. 

In both States the producers hope to get into the acid-grade fluor- 
spar business. Under this program, they could not do so, because 
there is not enough tonnage for them to get into it. 

The industry has been backing a program in the House, as you 
may know, to provide a limitation on imports which would give us 
roughly 65 percent of the market. That is the bare minimum for 
domestic acid-grade fluorspar operation based on last year’s consump- 
tion. This program that the Secretary has proposed is the equiva- 
lent of about 56 percent of the market, not enough tonnage and no 
provision for expansion. 

It is our feeling that the Secretary’s proposal should be increased 
to something in the neighborhood of 200,000 to 210,000 tons, and that 
that figure then be converted to a percentage of last year’s consump- 
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tion so that we would be operating on a percentage of consump- 
tion rather than on a fixed tonnage. If that were done, we would be 
in a position to take advantage of the increase in consumption which 
we know is coming in acid-grade fluorspar. The best information 
that we have is that there will be about a 300-percent increase in con- 
sumption over the next 5 years. 

If we had to operate on this fixed tonnage basis, at the end of the 
5-year program we would be producing about 10 percent of the do- 
mestic consumption. But if this were converted to a percentage of 
consumption, we would maintain the relative position that we have 
now. 

The program provides for the price of $48 a ton for 5 years, one 
under which we could not possibly operate. I know the Secretary 
said that the price would be reviewed from year to year. 

But it just would not be possible for anyone to enter into a pro- 
gram like this, knowing that you had to start off at $48, which we 
could not do to begin with, and further being confronted with the 
fact that we would have to try to operate for 5 years at the same fig- 
ure, when we know wages are going to go up, other costs are going 
to go up, just as they have over the past 5 years. 

nother big objection that we have to the program is the fact that 
there is no provision for metallurgical grade fluorspar production in 
the program. The present Government purchase program under 
ak practically all metallurgical grade fluorspar is being sold will 
be concluded at the end of this year. At least, ODM advises me it 
will be over with, for all practical purposes, at the end of this year. 
There may be two small contracts which will lap over into next year, 
but they will not be very much. The problem presented is this: most 
fluorspar mines produce both acid grade and metallurgical grade 
fluorspar, and they have to sell both products in order to get along. 
They cannot live on one product alone. That is exactly the problem 
that they are having in Montana and Utah now. They are living on 
one seeder metallurgical, but they want to get over into the acid field 
because a certain amount of the material that comes out of the mill 
when they produce metallurgical grade fluorspar cannot be shipped 
as metallurgical because it is too fine. The only thing you can do with 
that is to convert it to acid grade fluorspar and sell it. 

If all of the producers were to convert to acid grade fluorspar pro- 
duction, then that in turn would cut down on the number of producers 
who could participate in the program, or at least the tonnage which 
would be allocated to each one of them, because you would have more 
producers. 

In order for this program to operate and provide any assistance for 
the fluorspar industry, the Secretary’s program would necessarily 
have to be modified along the lines we have suggested here. 

There are two other matters, however, that I think deserve atten- 
tion, Mr. Chairman. 

On page 3 of the Secretary’s statement he points out that there will 
be an equitable distribution of payments with specific limits upon each 
participant. 

We think that is asking a lot of someone to decide exactly how many 
tons of fluorspar each company in this country can produce. 
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I would not want the responsibility. I don’t know how the Secre- 
tary proposes to decide this matter. If you base it on a historical 
production record, what are you going to do with the new producer 
who comes in and who wants to get into the program? If you cut down 
on the old ones, that may put some of them out of business, because, 
as I am sure the chairman know s, when you put a flotation mill in to 
operate a fluorspar property that mill is designed to operate on a 
7-day-week basis, with probably 1 shift a week that you shut down for 

repairs and maintenance. You do not turn it on and off like you could 
a machine. 

It is designed for continuous operation to be most efficient. If you 
cut it down to two shifts a day, your costs go up. If you cut it down 
to one shift a day, your costs would be much higher. It has to operate 
slong the lines that it was designed to be operated. 

The second thing, on page 3 "3 the Secretary refers to the difference 
between the domestic market price and the stabilization price specified 
for each commodity. I interpret that to mean that in our case of $48, 
we would sell on the market and collect the difference between what 
we would receive for our ore and the $48. 

In order for domestic producers to get any business, we would have 
to cut the price substantially below the present import price. 

Within the last 3 or +4 months legislation was introduced in the 
House which would provide for an increase in duties on acid-grade 
fluorspar of some $15 a ton under certain conditions. Immediately 
the foreign producers offered to cut their price another $15 in order 
to meet, this. 

So we are confronted with a situation where a tremendous cut in 
price must be made by domestic producers before we can sell. 

do not know how much the Secretary means by the difference. 
He indicated, or at least I gathered from his testimony, that there 
might be some limit on the amount you could reduce your price below 
the market price. 

Keeping that in mind, and the fact that we have to reduce prices 
considerably, leads me to believe that the cost of the program indi- 
cated on page 3 would be considerably more the second year than 
it was the first year and quite probably more each year after that. 
because it would be a continual process of beating down prices in 
order to get more business. 

On page 1 of his statement, there are references to temporary val- 
leys of low consumptive requirements, and then again he refers to low 
consumption as being the problem in the mining industry, and par- 
ticularly in these five minerals. 

That is not true in fluorspar. Consumption of fluorspar last mo 
exceeded any previous year. This year it will be higher than it w 
last year. And we know that each year over the next 5 years it. is 
going to increase. So far as attr ibuting that reason to the difficulties 
in the fluorspar industry, the statement just does not present a cor- 
rect analysis of our problem. I do agree with what the Secretary 
says on page 1, that we should all have a full and fair share of the 
burden involved in leveling this thing out, but I think that the do- 
mestic producers have had more than. their share of the burden for 
a considerable number of years. 
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It has not been too long ago when we were producing all of the con- 
sumption requirements for both acid grade and metallurgical grade 
fluorspar in this country. 

Today, without Public Law 733, and without the defense stock- 
piling of metallurgical grade fluorspar, we would not be producing 
anything. 

The anim producer would have all of the business. As I see the 
thing, Mr. Chairman, the only fair thing to do is to provide either a 
percentage for each one of us, which, in effect, is a quota—and actually 
a quota is the only answer to this problem. You would give us, say, 
65 percent of the market, the importer would have 35 percent of the 
market. As consumption goes up, and we know it is going to go up, 
each one of us could increase our production. But each one of us 
would be competing for a certain part of the market. Domestic pro- 
ducers would be competing with domestic producers and importers 
would be competing with other importers. 

I think that is all I have at this time, Mr. Chairman. I do not 
know of anything I have not touched on in this subject. I will try 
to answer any questions which you might ask. 

The CHamman. Senator Dworshak, have you any questions? 

Senator DworsHak. Yes, Mr. Chairman. 

Mr. Flynn, what is the total consumption of fluorspar in this 
country 4 

Mr. Finn. The estimate that the Department of Commerce gave 
your committee was 320,000 tons of acid-grade fluorspar and they 
used two-hundred-and-ninety-some-odd thousand tons of metallurgi- 
cal grade fluorspar. We think that probably consumption of metal- 
lurgical was a little bit higher than their figures indicate, possibly 
320,000 tons. So the total was somewhere around 640,000 or 650,000 
tons. 

Senator DworsHax. What percentage of that was produced in this 
country ? 

Mr. Fiynn. We produced of acid grade, I think, about 190,000 tons, 
and of metallurgical about 130,000 tons. Incidentally, Senator Dwor- 
shak, imports of acid-grade fluorspar last year exceeded consumption 
by almost 100,000 tons. 

Senator Dworsuak. How could it do that? Where did the spare 
amount go? 

Mr. Fiynn. It went to Commodity Credit Corporation under their 
barter programs. But those contracts will be concluded early in 1959, 
so that that additional tonnage will be available for the domestic 
market next year. 

Senator DworsHak. What price was paid for the foreign product ? 

Mr. Fuynn. In excess of $50 a ton. 

Senator DworsHaxk. And what is the domestic price so far as the 
Government purchases are concerned ¢ 

Mr. Fiynn. The Government, under Public Law 733, is paying $53 
a ton. f. o. b. the mill for it. But that is a problem that is going to 
come up in the administration of this program, Senator. It is easy to 
determine what the market price of copper is, and it is easy to find out 
what the market price of lead and zinc is, but I don’t know how you 
would determine what the market price of fluorspar is. Fluorspar 
contracts are made ordinarily on a long-term basis, and then the price 
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is reviewed so that company A would have one price and B another 
one. 

Senator Dworsnax. I was trying to ascertain what the world price 
is. 

Mr. Fiynn. There is no world price. 

Senator Dworsuakx. Is there world consumption or world demand ? 

Mr. Fiynn. The United States consumes a little more than 70 per- 
cent of the free world production. 

Senator Dworsuax. What is the tariff? 

Mr. Fiynn. $1.87 aton. That was reduced from $4.87. 

Senator Dworsnax. Competitively, fluorspar is not in as bad con- 
dition as other minerals produced in this country ? 

That is, pricewise. 

Mr. Fiynn. Well, it gets down to this: We simply can’t get into the 
market. If we offer to sell it to a consumer for $40, the foreigner 
would cut the price below that, and we could not produce at $40. But 
assuming we did, they would be willing to cut further. 

Senator Dworsnak. You said a while ago there was no world price. 
That is what I was trying to determine, whether the price paid by the 
Government more or less sets the world price. At least it sets the 
price on fluorspar imported into this country. 

Mr. Fitynn. No; the domestic price has not come up to the $53 that 
the Government is paying. It only increased about $2 from the $47.50. 
It went almost to $50. 

Some foreign producers are still selling at the $47.50 price. They 
have been afraid to increase that much. 

Senator DworsHax. Considering what the prices of foreign fluor- 
spar are and have been for some time, there would not be a great dif- 
ferential between that price and what would be more or less guaran- 
teed by this proposed program ? 

Mr. Fiynn. No; there would not be. 

Senator DworsHak. What would you estimate it would be? 

Mr. Fiynn. I think most of the fluorspar that is being sold today 
is selling for the equivalent of about $47.50, f. o. b. Rosiclare. They 
are using that as a basing point. This price is $48. Obviously, we 
cannot sell at that price. There just would not be any production 
under this program. 

Senator Dworsuak. In that small difference between that price, 
and, you say, $53, would be the difference between the profitable oper- 
ation of domestic mines ? 

Mr. Fiynn. They have not been too profitable under this. There 
is one further thing, Senator, that I mentioned. When you sell under 
Public Law 733 you do not have to dry the material. That costs from 
$2 to $3 a ton, to dry it. 

GSA cannot store it otherwise; $53 is f.0b. the mine. The average 
haul is about $1.50 a ton from the mine to the railroad station. So, 
actually, we are receiving the equivalent of a market price of about 
$56.50, under Public Law 733. 

On metallurgical grade fluorspar, GSA pays 3 different prices for 
3 different grades. They pay $34.50, $38.50, and $39.50. That is 
about $8 to $10 a ton above the price of the imported material. 

Senator Dworsnak. Apparently you do not only object to the pro- 
posed prices set by the Secretary in this program, but there are other 
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aspects which you think make it difficult for your industry to continue 
operations / ; 

Mr. Fiynn. To restate this, Senator, I have talked to every inde- 
pendent producer in the country since this program has been proposed, 
and if it were enacted, just as 1t was proposed, we would not produce 
a ton of fluorspar. 

Senator DworsHax. The mines would close down ? 

Mr. Fiynn. Yes; they would. That is, all except two captives. 
There might possibly be two captives remain in operation, 

Senator Dworsnax. Which companies own those? 

Mr, Fiynn. One is Pennsylvania Salt & Chemical, and the other 
one is Alcoa. 

Senator Dworsuak. And do they produce a large percentage of our 
domestic production ? 

Mr, Fiynn. No, sir; about 20 percent. 

Senator DworsHax. That is all, Mr. Chairman. 

The Carman. Senator Church, have you any questions? 

Senator Cuurcu. I have no questions. 

The Cyaan. Mr. Redwine? 

Mr. Repwine. Mr. Flynn, this proposal would not be a 5-year plan 
unless the respective Appropriations Committees annually made it so, 
would it? 

Mr. Frynn. That is true. That is one of the principal objections 
that the consumer had to this program, the fact that he would not 
know from one year to the next what he could do, and he is not going 
to jeopardize his source of material abroad just for a 1-year contract 
here. In addition, if we cut the price, the foreigner will cut his price 
to meet it. So the consumer would still have the same benefit. 

Mr. Repwine. Would a good illustration of that be what happened 
= Cangpten last year in respect to the appropriation bill implementing 

33? 

Mr. Frynn. Of course, tungsten did not get any money last year. 

Mr. Repwine. They did not get any money, so it would be up to the 
Appropriations Committee to report out an appropriation to imple- 
ment this, in order to make it a 5-year plan. 

Mr. Frynn. There is no question about that. 

Mr. Repwine. That is all I have, Senator. 

The Cuamman. Thank you very much for your statement. 

The next witness will be Lunsford Long, representing tungsten 
producers. 


STATEMENT OF W. LUNSFORD LONG, PRESIDENT OF THE TUNGSTEN 
INSTITUTE; CHAIRMAN OF THE BOARD, TUNGSTEN MINING 
CORP., WARRENTON, N. C. 


Mr. Lone. Iam W. Lunsford Long. I live at Warrenton, N.C. I 
am president of the Tungsten Institute, which is a trade association 
of domestic tungsten producers, principally occupied in doing research 
trying to develop new uses for tungsten, and I am also chairman of the 
board of Tungsten Mining Corp., which operates a tungsten mine in 
North Carolina. 

Mr. Repwine. Would you prefer to complete your statement before 
we question you, Mr. Long? 
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Mr. Lone. I have no prepared statement, Mr. Chairman, but I 
would like to say 1 or 2 things, and then I would undertake to answer 
any questions that Ican. 

Before I say anything, I would like to present for the record of this 
committee, if I may, the editorial appearing in this week’s Saturday 
Evening Post, the issue of May 3. 

The & famRMAN, You wish that tobe inserted into the record ? 

Mr. Lone. Yes. I would like to read it to you, because it is im- 
mensely pertinent to this matter that you have under consideration. 


That is the second editorial on the editorial page of this week’s 
Saturday Evening Post. 


OuR IN-AND-OUT PoLIcy ON MINERALS CoutpD HAMPER AMERICA’S DEFENSES 
(By Edmund Christopherson ) 


Today the minerals segment of our economy is in trouble. World prices of 
copper, zinc, lead, tungsten, and other metals essential to our industries have 
toppled to the point where United States producers, who pay miners from 5 to 
20 times what foreign miners receive, just can’t compete. 

In Butte, long famed as the “richest hill on earth” 5,300 men were working in 
the mines in January of 1957. Today fewer than 3,000 are employed, with 
more layoffs expected. It’s a sort of chain reaction. With a smaller ore output 
the smelter in Anaconda needs fewer men and the refinery in Great Falls lays 
off workers too. 

This current crisis in the feast-and-famine minerals industry is a result 
of the patch, mend, and improvise Government policy on United States mining. 
During World War II, when enemy submarines were sinking a shockingly high 
percentage of the ships bringing strategic minerals from Africa and South 
America, we depended on our ability to produce these minerals at home. The 
industry’s response was a decisive contribution to winning the war. 

After the war, in 1946, Congress passed a Strategic and Critical Materials 
Stockpiling Act, but failed to implement it with necessary appropriations. Since 
then, Government agencies have spent some billion dollars to aid and develop 
minerals production abroad while doing little for domestic producers. 

The Korean crisis again put metals mining on a crash basis, and United States 
producers came to the rescue. After Korea, in 1953, Congress passed measures 
and appropriations to continue buying strategic minerals, and the General Serv- 
ices Administration operated this program, Congress voted in 1956 to continue 
the program, but was slow about putting up the money. In the absence of imme- 
diate appropriations, minerals producers were encouraged to continue produc- 
tion on the assumption that deficiency appropriations would be forthcoming. 
They ended up holding the sack. 

Tungsten is the key component of heat-resistant alloys vital in jets and 
missiles. With unlimited use of tungsten for aircraft engines, Russian designers 
turned out a hotter-burning jet, which gave their MIG—15 better climbing and 
altitude capabilities than our F-S86’s showed over Koera. It was only because 
of other design faults in the MIG that we came out ahead. Our designers were 
handicapped by limitations on the use of tungsten because the Defense Depart- 
ment rated it short. 

At the same time another Government agency was trying to shut down domestic 
tungsten production because there was too much. It wasn’t until December 
1956, that our aircraft engineers were told to use all the tungsten they wanted 
in engine design. This delay may have played a part in putting us behind the 
U. S. S. R. in the missile race. 

When the Korean crisis caught us unprepared, tungsten prices soared from 
$25 a unit to $100. The current price on the world market is $13. While this 
low price has shut down even our most efficient domestic producers and put 
miners and processors out of work, the Government continues with contracts to 
buy another $60 million worth of this product abroad at $55. 

We need a long-range minerals program which will enable the industry to 
operate with reasonable continuity and stability. 

This does not mean that we should shut off all minerals imports, nor should 
we bail out obviously inefficient producers. We should determine realistic price 
and volume levels which will keep efficient United States mines in operation and 
encourage needed exploration. We should then set import bases that will permit 
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pe importation of needed mineral products without forcing our producers to shut 
own. 

Mr. Lone. This editorial is, in my opinion, a very accurate state- 
ment of what confronts this Nation. It repeats what I said to this 
committee more than 1 or 2 years ago. 

In commenting on the proposal made before the committee recently 
by Secretary Seaton, I feel it is necessary to look intelligently at what 
will be the effect of this new proposal, if it is enacted into law. 

There must be some mechanism of government developed which 
will give continuity to the operations of our domestic mining industry. 
That seems to me to be the principal defect that underlies the proposal 
made recently by the administration. 

As one of and as a representative of domestic tungsten producers, I 
am grateful to have from the administration, a recognition of the need 
for their preservation. I wish the prescription offered for the ailing 
patient were a better remedy than it appears to be, from what I can see 
of it now. But I cannot comment intelligently on what would be the 
effect of this plan until the legislative detail is made available to us. 
For instance, how are we going to ascertain the difference between 
the fixed price of $36 and the domestic price? Is that going to be what 
you actually get for tungsten, or is that going to be a price that is 
ae in some journal, and perhaps accurately reflecting the mar- 

et or perhaps missing the mark quite widely? As Mr. Flynn said 
about fluorspar, it is also true about tungsten, it is very difficult at 
times to know what is the market in tungsten. It is impossible at times 
to sell tungsten, unless you offer it at a price that would be absurd. 

If you insist in pushing your product on the market, you do not 
know how low that price will have to go to enable you to make the sale. 
I cannot see where a $36 price would maintain a domestic production 
of 375,000 units until I know the details of it. 

We are operating at home in North Carolina at a loss. I have been 
operating at an out-of-pocket loss for more than a year in the hope 
that some policy would be developed by the Government that would 
enable us to continue to operate and we would not go to the tremendous 
loss of dispersing our organization and have one mine flooded. 

We will continue that policy for a while yet until something develops 
here in Washington. But unless something is done to enable us to 
operate at a profit, we will have to close the mine down, which would 
be a most regrettable thing in the local economy, and I think a great 
disservice to the national security. 

We have there a really big deposit. The price that is proposed here 
of $36 is a price that, in my opinion, is entirely too low. If you wish 
to reopen generally the tungsten-producing industry in this country 
and have the production of this country equal the domestic consump- 
tion, I don’t think you can do it at a price of $36 a unit. We will 
have to find newer deposits of higher grade tungsten that we are now 
unaware of. 

I testified under oath before the Tariff Commission something like 
2 years ago, after I informed myself as fully as I possibly could, as 
to what the probable average cost of producing tungsten in this 
country was at that time. ) 

I said then the cost of producing tungsten in the United States, from 
the best information available to me, was at least $40 a unit. <A price 
of $36 would be under the average cost of producing. My company is 


=e 


} 

kK 
¥ 
7 








IRN 


2 le CORIO AIOE IOEIUL A SOT EICe ge 


LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 501 


still operating. We are operating, minimizing our losses out of pocket 
because we are living on reserves developed in prior years. We are 
not doing the things that should be done and that will be done when 
we resume mining properly and on a long-term basis. Everybody that 
is operating in the country today is cutting every possible corner and 
avoiding every possible expenditure, at just holding themselves 
together in the hope that some action will be taken. I do not believe 
that the price of $36 a unit is high enough to revive the industry. What 
limited production it might sustain in this country would depend on the 
extent to which the industry would be permitted to paricipate in the 
rice. 

. If we are not able to produce more than one-fourth or one-half, it 
would present an entirely different picture. 

I believe for a fuller discussion, we should wait until the details are 
available. I do hope, out of the consideration of this committee, the 
administration will finally present a plan that will enable us to con- 
tinue to operate in this country. 

I doubt very much that the proposed plan will. 

The Cuairman. The Department has promised to give us the details 
of how this will operate. 

Mr. Lona. I heard the testimony, and they stated that it will prob- 
ably be presented next week. When you do get those details, I would 
like an opportunity for either myself or my associates to review them, 
and present to the committee our thinking on that subject for whatever 
value it may be. 

The CuarrMan. We will be very glad to have that. 

Does that conclude your testimony this morning ? 

Mr. Lona. Yes. 

Senator Cuurcu. Mr. Chairman, may I ask a question of Mr. Long? 

The Cuarrman. Senator Church. 

Senator Cuurcu. Are you presently selling tungsten ? 

Mr. Lone. Yes. 

Senator Cuurcu. What price are you getting per unit for the 
tungsten you are now selling? 

Mr. Lone. They are various prices. They average right around 
$20 to $21. 

Senator Cuurcu. They average around $20 to $21 for the tungsten 
you are now producing ? 

Mr. Lona. Yes. 

Senator Cuurcu. You have testified that at the present time you are 
producing at a loss. 

Mr. Lone. That is right. 

Senator Cuurcu. And that is at $20 to $21 a unit. In your own 
operation, could you produce and sell tungsten at a reasonable profit 
at $36 a unit ? 

Mr. Lone. We could make some money at $36, ourselves in our indi- 
vidual mine, providing we could sell our whole production at $36, 
and were able to run full time and distribute our overhead over the 
entire production. We would still, in my opinion, have to do selective 
mining to accomplish that. That is the reason we are able to operate 
today. 

Senator Cuurcn. You are operating on a selective basis ? 

Mr. Lone. That isright. We are not mining high-cost stopes. We 
are not obtaining the full economic results of the tungsten in that 
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deposit. When we get in a period like this, instead of pulling a stope 
that is 5 feet wide, we are going to pull one that is 20 feet wide, and 
we leave that 5-foot. fellow behind us to a better day; and maybe it is 
lost forever. In proper mining, we clean up the whole mine, and our 
costs go up then because our yield per ton is smaller. 

Senator Cuurcu. Mr. Long, do you know what the present pro- 
duction of tungsten isin units? How does it compare with the 375,000 
units in the Seaton proposal 

Mr. Lona. Today, to the best of my information, it is around 300,000 
units per year. 

Senator Cuurcu. So that the 375,000 units which Secretary Seaton 
contemplates under his pegged price of $36 per unit, would substan- 
tially exceed the present production of the tungsten industry ? 

Mr. Lona. It would to some extent, yes, sir. 

Senator DworsHak. What was the production of tungsten in this 
country a yearortwoago? Doyou recall? 

Mr. Lone. It was 1 million units. That is what we produced in 
1955. 

Senator DworsHak. What is the consumptive demand in the coun- 
try! 
Mr, Lone. Today it is running between 8 and 9 million pounds of 
tungsten and that is about 600,000 units. That is what the present, 
consumptive demand appears to be. Last year it was 8,600,000, I 
think it was, 8,600,000 pounds of tungsten consumed, and at 15.86 
pounds per unit, I think that was close to 575,000 units, or maybe 
600,000. 

Senator Cuurcu. How does that compare over a period, of years, 
peacetime years, to give us a fair measure of tungsten ? 

Mr. Lone. Peacetime uses of tungsten have been slowly, generally, 
increasing. 

Senator Cuurcu. Would you say that also between 500,000 and 
600,000 units a year approximates the peacetime consumption of tung- 
sten in this country ? 

Mr. Lona. It had been, but I do not think it will continue to be. 
Consumption, in my own judgment, will increase considerably during 
the latter part of this year. New uses for tungsten are coming in, 
which will require more tungsten. But how quickly the increased 
demand will develop is hard to determine. The worst thing that 
confronts the tungsten industry domestically in this country is the 
250,000 units which are in inventory, in the hands of my company and 
other producers, which were produced in reliance on Public Law 733, 
and never sold. 

We hoped that the Government would buy this tungsten. If all 
that tungsten were dumped on the market, the price would decline to a 
very low level. Consumers do not want to buy beyond their consump- 
tive requirements. The present inventory is a very heavy depressant 
overhanging the tungsten market. Of course, tungsten from abroad, 
coming particularly from Korea and Bolivia, from their Government- 
owned operations, those contribute pressures on the market that are 
terrific. 

Senator Cuurcn. Even if the consumption of tungsten wers to in- 
crease as you contemplate it will from the present level of, say, 600,000 
units a year, to 750,000, let us say, still, under the Secretary’s proposal, 
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875,000 units or 50 percent of the total consumption would qualify for 
the $36 pay price. 

Mr. Lona. I don’t know wiiether it would or not until I can see the 
proposals. 

Senator Cuurcu. I understand you do not have the specifics, 

Mr. Lone. There are few principal producers today; one is our- 
selves and the other is Union Carbide. Both Union Carbide and our- 
selves under Public Law 733 were limited to a participation of 5,000 
units each per month. 

Senator Dworsuaxk. They are both captive mines, are they not? 

Mr. Lone. No, sir. We are not captive and never have been and 
never will be. 

Senator DworsHax. How about GE? 

Mr. Lone. General Electric has a 30 percent interest in our mine, 
and our company has 10,000 stockholders holding 70 percent interest. 
General Electric has no control over our operations at all. They 
have no contract to buy our product. They do buy our product in 
competition with world prices, but only on that. basis. 

We are in no sense a captive. I would like to make that definitely 
and permanently and perfectly crystal clear. 

Senator Dworsnak. In other words, the 300,000 units now being 
produced in this country are being sold competitively on the domes- 
tic market? 

Mr. Lona. Entirely, but I can’t tell you what Union Carbide is 
doing. 1 imagine they are consuming their own production. They 
ure not members of our association and we have no information on 
that subject. 

The best information I have is that they are producing something 
like 7,000 units a month, but they are probably using that much; 
they ure not selling to the Government. I imagine they are using 
it in their own production of metal powder or whatever processes 
they have. The other production is a byproduct. Mr. Segerstrom, 
sitting over there, is the only other brave independent still in the 
business. 

Senator Cuurcnu. I understand, Mr. Long, that it is difficult for 
you to testify on the proposal until you see the details of the proposal 
in statutory form. 

Mr. Lone. That is right. We cannot analyze it. 

Senator Caurcn. We will look forward to hearing your commen- 
tary on the specifics of the proposal when it is introduced to the com- 
mittee. I appreciate your coming today. 

Senator Dworsuak. I have one more question, Mr. Chairman. 

Mr. Long, if you think when the details are presented next. week 
for this proposal they are not satisfactory so far as the tungsten 
industry is concerned, do you have in mind proposing any alterna- 
tive plan? 

Mr. Lone. I certainly would, if given an opportunity. I will do 
anything I possibly can. 

Senator Dworsuak. I mean are you currently thinking about the 
possibilities of a counterplan so that if this proposal is not acceptable 
and does not make it possible for the tungsten industry to operate 
profitably, what is the alternative ? 

Mr. Lone. We will be prepared to tell you what we think, but I 
am afraid that that would be the same thing that I told you 2 years 
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ago, that is, a limitation on imports as mentioned in the editorial I 
have read. We ought to know in advance for a few years as to what 
level to set our sights, and what we can do, instead of just being 
dependent on the whim of appropriations. 

enator DworsHak. As a realist, you are not optimistic that we 
can adopt any effective import quotas on tungsten or any other 
minerals ? 

Mr. Lone. I don’t see why not, Senator. 

Senator DworsHax. Well, legislatively, the Congress may enact 
import quotas, but you know, of course, that the President has a 
right to veto a bill. Then it would involve passage over the veto. 

Mr. Lone. That is right. I think the time has come in the progress 
of affairs of this Nation, when we ought to reassess our policy and de- 
termine whether or not we are going to preserve in this country a 
going minerals industry. I think if the quota is the way to do it, then 
we ought to do it, even if we have to do it over a veto. 

Senator Dworsuax. You think the responsibility, then, mainly 
rests upon the Congress ? 

Mr. Lone. I am sure it does. It always has and it always will. 

Senator Cuurcu. In that respect, I think it behooves us to keep 
in mind, those of us who want to befriend and who are interested in 
a healthy mining industry, that there are only a limited number of 
mining States, and we are presented with a real problem when it 
comes to passing and securing the approval of the representatives of 
the country at large for a mining program. We are confronted with 
still another problem when it comes to securing Executive approval 
of that program. What we have to strive for is a program that will 
get enacted even if it falls short of everything that the industry 
wants. 

Mr. Lone. That is right. I have long been well aware of that. I 
would like to remind the Senator of a very successful way. For 
many, many years, the agricultural interests in this country worked 
with the mining interests under the leadership for the mining people 
of the late Senator Key Pittman, of Nevada. The so-called silver 
bloc and cotton bloc were found normally voting together. There is 
no reason on earth why the producers of raw materials in this coun- 
try, the farmer, the miner, and the producer of oil and the forester, 
should not all work together and each receive an equal amount of 
protection. I would want nothing more than the protection that is 
going to the farmer today. But look at the cotton producer, which I 
have been all my life, myself and my brother; we are protected by an 
‘ inexorable quota. Look at your wheat producer, who also has a 

uota. 
Look at our peanut producer, who have a tariff which even South 
Korea cannot hurdle. 

Let’s apply to the producers of raw materials this same method. 
We will find that we will not have any true prosperity, any lasting 
prosperity, any sound economy, unless the producers of this country 
are permitted, under the philosophy of government under which we 
live, to make a profit. 

Senator DworsHax. You know that the trade-agreements program 
is responsible for the disintegration of the blocs to which you refer, 
and now they are spiinters instead of blocs. 
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Mr. Lona. I have been against that all my life, and I am still 
against it. I appeared against it in the Ways and Means Committee 
this year. 

Senator Cuurcu. I think there is a striking resemblance between 
the proposal of the Secretary and the Sugar Act. 

r. Lone. There surely is. 

The CuHarrman. I should think the foreign producers would be 
willing to see some kind of program which wore permit the Ameri- 
can producers to continue to live and accept reasonable curtailment of 
what they ship into the country. 

Mr. Lone. I think they should be required to do that. But I do 
not believe that would be accomplished by asking them voluntarily to 
lay off. 

Mr. Repwrne. Mr. Long, you referred a few minutes ago to your 
testimony before the Tariff Commission, and I believe you stated that 
you pointed out a certain number of units that might be produced at 
$40. Just how many units of tungsten do you think this country 
could produce annually at $40? 

Mr. Lona. That is an extremely difficult question. It is a matter 
of opinion. I said that I thought the average cost at the time I was 
testifying was $40 for producing in this country. 

At that time we were producing, as I recall it, something like 600,000 
units a year. 

Mr. Repwine. That was actual cost without profit added ? 

Mr. Lona. That is right. That is the cost of producing it. 

Mr. Repwine. Mr. Long, 2 years ago the Department of Interior 
supported Public Law 733, did it not ? 

Mr. Lona. Yes. 

Mr. Repwiner. The price that was supported for tungsten was what, 
in Public Law 733? 

Mr. Lona. $55 a unit. 

Mr. Repwrne. Have you any idea how the difference between $55 
of 2 years ago and the present recommendation of $36 was arrived at, 
keeping in mind that costs certainly have not gone down. 

Mr. Lona. No,sir. Icannot imagine. After I testified here a week 
or two ago I saw in the record, and I was not present at the time, 
where a tungsten producer from Nevada testified that he could get 
along with a $36 price. Mr. Hardy referred to that testimony the 
other day in his statements to the committee as having been the basis. 

Mr. Repwine. Do you have any idea of the size of the property or 
the richness of the ore of that producer who testified that he could get: 
along at that price ? 

Mr. Lona. I have no personal knowledge of it. I made inquiry 
about it. 

Mr. Repwine. What did your inquiry show ? 

Mr. Lone. That he was a small producer and an erratic producer, 
but that the ore would run about 114 percent, which is a very high- 
grade ore. 

Mr. Repwrine. That is high-grade ore? 

Mr. Lone. Yes. 

Mr. Repwine. What does the average ore run, Mr. Long? 

Mr. Lone. It would average much less than 0.5, in the United States. 
You might say around 0.4 to 0.5. Our average for the past year was 
about 0.6. So if he had 114, it would average twice as much as ours 
in North Carolina. But his mine production has been very small. 
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He has a few units on hand, I am told, and he has never been a mem- 
ber of our association or the American Tungsten Association. We 
have no knowledge of his costs, but we do know that he offered GSA a 
small amount of tungsten, but that is all. He is a small producer. 

Mr. Repwine. Going back, Mr. Long, to the price of $55 that was 
supported by the Department of the Interior 2 years ago, it is true, 
however, that the Department really suggested a price of $52.50, did it 
not, and then agreed that if industry needed $55 it would go along? 

But the price that they suggested was $52.50, was it not ? 

Mr. Lone. The original suggestion, yes. 

Mr. Repwine. That is all I have, Mr. Chairman. 

The Cuarrman. Are there any other questions? 

Senator Cuurcu. No further questions, Mr. Chairman. 

The Cuarmman. Thank you, Mr. Long. We will be glad to have you 
back for final information you may wish to give on the details. 

The next witness will be Mr. Charles Segerstrom. 


STATEMENT OF CHARLES H. SEGERSTROM, JR., PRESIDENT, 
NEVADA-MASSACHUSETTS TUNGSTEN CO., TUNGSTEN, NEV., AND 
PRESIDENT, AMERICAN TUNGSTEN ASSOCIATION 


Mr. Secersrrom. My name is Charles H. Segerstrom, Jr., president 
of the Nevada-Massachusetts Tungsten Co., tungsten producers, and 
also president of the American Tungsten Association, a trade organiza- 
tion. I have no prepared statement, Mr. Chairman. I was told that 
no statement need be prepared, but I came prepared to answer any 
questions that any members of the committee might want to ask me. 

The CuarrmMan. You are not prepared to make any statement on the 
problem at this time because of the lack of full information ? 

Mr. Seeerstrom. Well, I feel at this time that an intelligent ap- 
proach from my standpoint is that until the act itself has been pre- 
pared and presented, problems such as Mr. Long brought out as to 
what the quotas are going to be and how they are going to be assigned 
to individual producers, how the actual sale on the market is going to 
be recorded as such, I would like further information on those items 
before I feel that I am qualified to be very frank with you. 

I wish that I was better qualified. I heard all the testimony that has 
been given, but there are questions there that are just too great for me 
to answer at the present time. 

The Cuarrman,. [think that isa reasonable position. 

Are there any questions ¢ 

Senator Cuurcu. No,Mr. Chairman. I think the witness has stated 
a reasonable cause. He needs to know the specifics of the proposal in 
order to comment on them specifically. I hope you will come back 
when we have those specifics and give us the benefit of your testimony. 

Mr. Secerstrom. I will be very happy to. 

The Crarrman. Very well, we will have you back again, then, when 
we receive the details. 

This will conclude the hearing this morning. We will take a recess 
until 10 tomorrow morning. 

(Whereupon, at 11:05 a. m., the hearing was recessed, to reconvene 
at 10a.m., Friday, May 2, 1958.) 
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FRIDAY, MAY 2, 1958 


Unirep Sratres SENATE, 
SUBCOMMITTEE ON MinerAs, MATERIALS, AND FUELS, 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 224, 
Senate Office Building, Hon. James E. Murray (chairman of the 
full committee) presiding. 

Present: Senators Murray, Bible, Church, Watkins, Dworshak, 
Allott. 

Also present: Robert Redwine, assistant counsel, and George B. 
Holderer, staff engineer. 

The CHarrman. The committee will come to order. This is a 
continuation of the hearings we have been holding on the long-range 
mineral program. We have several witnesses here this morning. 
On June 4, 1957, the Department of the Interior recommended to the 
Congress the enactment of a tariff bill which called for a peril point 
of 17 cents a pound for lead, and yet 4 days ago the same Depart- 
ment recommended to this committee that the price of lead be stabi- 
lized at 1434 cents per pound. 

On June 4, 1957, the Department of Interior recommended to the 
Congress a peril point for zine of 14.5 cents a pound, and yet 4 days 
ago the same Department recommended to this committee that the 
price of zinc be stabilized at 1234 cents per pound. 

In the meantime—last November, in fact—Mr. Charles Schwab, 
chairman of the Emergency Lead and Zine Committee, and his asso- 
ciates testified under oath before the Tariff Commission that the bill 
recommended by the Department of Interior last June, which are sub- 
stantially higher than the stabilized price now recommended, were 
totally inadequate, and there now rests on the desk of the President 
of the United States a recommendation by the Tariff Commission 
that the relief prayed for by the Emergency Lead and Zinc Committee 
be allowed. 

There is also pending on the unfinished business calendar of the 
United States Senate a bill which would make effective the tariff 
rates proposed by the Department of Interior last June right here in 
this room. 

[ further call attention to the fact that 4 days ago the Department 
of the Interior recommended to this committee that the price of 
copper be stabilized at 2714 cents per pound, which according to testi- 
mony given before this committee by representatives of the copper 
industry, including Mr. Frank P. Knight, director of the Depart- 
ment of Mineral Resources of the State of Arizona on March 26 
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of this year, is totally inadequate—these witnesses having testified 
that to keep domestic copper production current would require a peril 
point of 30 cents per pound in place of the recommended 2714 cents 
stabilization price now sinned by the Department of the Interior. 

I am puzzled as to how the Department of Interior was able to 
determine those so-called stabilization prices submitted to this com- 
mittee on last Monday—in the case of lead and zine substantially 
lower than the peril points set by the Department itself just a year 
ago. 

I am puzzled as to how, in the face of the statistics and testimony 
by Messrs. Knight and A. B. Parsons before this committee on March 
26, the Department arrived at 271% cents per pound as the stabilization 
price for copper. In view of the above and the additional fact that 
the departmental witnesses this week have been unable to justify the 
so-called stabilization prices they have fixed, I have directed the staff 
to initiate a preliminary inquiry as to just how these stabilization prices 
were arrived at and fixed. 

The first witness will be Mr. Charles Schwab, chairman of the emer- 
gency lead and zinc committee. 


STATEMENT OF C. E. SCHWAB, BUNKER HILL CO., KELLOGG, IDAHO, 
CHAIRMAN, EMERGENCY LEAD-ZINC COMMITTEE 


Mr. Scuwas. Mr. Chairman, I have a statement which I will present. 
However, if there are any questions, I would not object to any inter- 
ruptions during its reading. 

My name is C. E. Schwab, from the Bunker Hill Co., Kellogg, Idaho. 
I am chairman of the Emergency Lead-Zine Committee, which is the 
industry committee that has been active since last June in an effort to 
obtain a solution to the problem of excessive and unneeded imports. 
Before the Tariff Commission last November we submitted the names 
of over 130 mining companies and mining associations we represented. 

If your committee desires that list I will be glad to provide it for the 
record in these hearings. We represent companies which mine about 
90 percent of the lead and zine produced in the United States. In addi- 
tion, we represent those companies who produce about 50 percent of 
the pig lead and about 75 percent of the slab zinc made in United States 
nel and refining plants. 

At the outset it is important that our position concerning imports 
of lead and zinc be clearly understood. We are not opposed to imports. 
We agree that substantial imports of lead and zinc are needed to sup- 
plement our own mine production in order to supply consumers’ 
demand. 

We do not promote any action that would deny consumers all the lead 
and zinc they want at prices that are competitive and yet at the same 
time prices which are reasonable for our mines. We do urge, how- 
ever, that imports are much in excess of need and therefore govern- 
mental action is required to reduce the volume of imports to reasonable 
proportions. 

It has been our policy to seek legislation which would— 

(1) permit duty-free imports of needed lead and zinc; 
(2) provide peril-point prices of 17 cents for lead and 1414 
cents for zinc; 
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(3) provide for an import tax of 4 cents payable only in the 
event imports force the United States to decline below 17 cents 
for lead and 1414 cents for zine. 

In making some comments today for our industry committee con- 
cerning the general proposals set forth by Secretary Seaton just Mon- 
day and Tuesday of this week, we must note that the only salabinaiae 
we have concerning the plan is the record of Secretary Seaton’s testi- 
mony. No member of our committee had any knowledge nor was ever 
consulted concerning Secretary Seaton’s proposal. We therefore can- 
= make any detailed comment, until the plan is available in final 

orm. 

We understand this will occur very promptly—not to exceed a week. 

While most everyone may be well aware of the activity of the lead- 
zinc industry’s efforts—now spanning 8 years—to obtain adequate 
control of imports, I have available an outline of a very brief de- 
scription of each of these steps which we have taken. 1 ask permis- 
sion that it be inserted in the record at this pomt. I want only to 
scan this record very hastily since it is important background for 
consideration of the present condition of the industry. 

The Cuarrman. Your complete statement will be carried in the 
record except those portions pertaining to the correspondence. 

_ (The document referred to follows :) 





MEMORANDUM ON LEAD-ZINC 


I. DETAILS OF EXPERIENCE OF LEAD-ZINC INDUSTRY UNDER VARIOUS PROVISIONS AND 
PROCEDURES OF UNITED STATES TRADE LAWS AND LEGISLATIVE PROPOSALS 


1. On May 10, 1950, the lead mining industry petitioned the Tariff Commis- 
sion for “escape clause” action. This petition was filed in accordance with 
article XI of the trade agreement with Mexico (1943) and with the provisions 
of Executive Order 9832 (1947) which first established the Commission’s escape- 
clause procedures. On July 18, 1950, the Commission informed the industry 
that no consideration would be given to this escape-clause petition because the 
Mexican agreement was being canceled by the United States effective December 
31, 1950. The industry’s petition was formally dismissed by the Commission on 
January 25, 1951. With the cancellation of the Mexican agreement the 1930 
duty on lead was temporarily restored. 

2. In spite of presentations in early 1951 by the lead-zine industry before the 
Committee for Reciprocity Information in preparation for the trade agreements 
negotiations at Torquay, the duty on lead, which had been restored only 5 months 
before by abrogation of the Mexican agreement, was cut to its prior level on 
June 6, 1951. In addition, the duty on zine was also cut at Torquay on the same 
date. 

38. On February 14, 1951, the lead-mining industry made application to the 
Tariff Commission under the provisions of section 336 of the Tariff Act of 1930 
for an investigation of the “differences in the cost of production” of lead in the 
United States and foreign countries. The Commission, on May 29, 1951, dis- 
missed this petition and advised the industry that trade-agreement rates could 
not be changed by action under the provisions of section 336. 

4, On September 14, 1953, the lead-zine industry petitioned the Tariff Com- 
mission for escape-clause action under section 7 of the Trade Agreements Exten- 
sion Act of 1951. Hearings were held during November 1953. On May 21, 1954, 
the Commission made an unanimous finding that serious injury was resulting from 
excessive imports and recommended maximum permissible increase in duties. 

5. Concurrent with this 1953-54 escape-clause action, by resolution of the 
House Ways and Means Committee (July 29, 1953) and the Senate Finance 
Committee (July 27, 1953), the Commission also conducted a “general investiga- 
tion” in accordance with the provisions of section 332 of the Tariff Act of 1930. 
This was transmitted to the Committee on Ways and Means and to the Com- 
mittee on Finance on April 19, 1954, and is a 356-page volume with a detailed 
analysis of the economic conditions and pertinent statistics concerning the lead- 
zinc industry of the United States. 
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6. On August 20, 1954, President Fisenhower advised the Committee on Ways 
and Means and the Committee on Finance that he would not implement the 
unanimous recommendations of the Tariff Commission in their May 21, 1954, 
report (T. C. No. 27). In lieu of accepting the Commission’s recommendations 
the President instituted increased defense stockpile purchases of these two 
metals and subsequently initiated barter. The President further stated that he 
was directing the Secretary of State to seek recognition by foreign countries 
who were principal importers that they would not take any unfair advantage 


of his alternative programs. However, the record now shows that imports for 
consumption did not decline and, in fact, have increased since the President’s 
letter. 


7. In a series of regulations issued May 28, 1957, the Department of Agricul- 
ture essentially stopped all bartering in lead and zinc, which was the major alter- 
nate program instituted by the President. In testimony before the Ways and 
Means Committee last August 1, Mr. Gordon Gray, Director of the Office’ of 
Defense Mobilization, announced that the defense stockpile goals for lead and 
zinc had almost been met and that purchases would cease in the very near future. 
This statement was again repeated by Mr. Gray in his testimony before the 
House Appropriations Subcommittee during February 1958. ODM has announced 
that April 1958 is the last month it will purchase zine, and lead buying is sched- 
uled to be stopped this June. 

8. Testimony was also presented to the Committee on Ways and Means by Mr. 
Gray on August 1, 1957, and repeated on February 18, 1958, that the lead-zine 
industry is not eligible to seek relief under the national security amendment 
escape Clause (sec. 7 (b)) of the Trade Agreements Extension Act of 1955, He 
stated the reason for his decision was the existence of very large stocks of both 
metals in the hands of the Government which were acquired by the two alternative 
programs instituted by the President when he declined to follow the reeommenda- 
tions of the Tariff Commission. It is estimated that there are now in excess 
of 1,250,000 tons of each of these metals in the defense and the supplemental 
stockpiles. 

9. In his letter to the two congressional committees of August 20, 1954, the 
President concluded by stating that if the action he was taking, instead of 
following the Commission’s recommendations, did not accomplish the objectives he 
sought that he “will be prepared early next year to consider even more far- 
reaching measures, and to make appropriate recommendations to the Congress.” 
On June 19, 1957, Secretary of the Interior Seaton forwarded to the Congress 
a bill providing for the suspension of present duties and substituting a series of 
import excise taxes which would be effective only if the price of lead was 
below 17 cents and the price of zinc below 1414 cents. 

10. Hearings were held August 1 and 2, 1957, before the Committee on Ways 
and Means on H. R. 8257 (and similar bills for an import excise tax on lead 
and zinc). Hearings were also held on a companion bill, S. 2376, by the Com- 
mittee on Finance on July 22-24, 1957. The United States lead-zinc mining 
industry concurred in the proposed “peril point’ market prices of 17 cents for 
lead and 14% cents for zinc. It also pointed out, however, that the proposed 
schedule was wholly inadequate to sustain the peril-point prices. The proposed 
schedule for zinc was, on an average, about 40 percent less than the Tariff Com- 
mission’s 1954 recommendations; for lead, on an average, about 20 percent less. 
In only one instance was the proposed schedule greater than the Commission's 
recommendations—that was for lead, and then was only oo cent more than the 
Commission’s report. In the President’s letter of Angust 20, 1954, he cited as 
one of the reasons for not implementing the Commission’s findings was that the 
maximum permissible increase in duty was insufficient to “reopen closed mines” 
and would have only a “minor effect” on United States prices. 

11. Following the exchange of letters between the late Mr. Cooper, Chairman 
of the Ways and Means Committee (August 16, 1957), and President Hisen- 
hower (August 24, 1957). the Emergency Lead-Zine Committee again petitioned 
the Tariff Commission for escape-clause action. The petition was filed Sep- 
tember 27, 1957, and hearings were held November 19-26, 1957. Six months 
have transpired since the petition was filed and it is now 4% months since the 
case was heard (T. C. No. 65). 

12. Commenting on the Commission’s May 21, 1954 (T. C. No. 27), recom- 
mendation for maximum permissible increase in duties, the President stated in 
his letter of August 20, 1954, that the increase in duty would probably only have 
a “minor effect” on the United States price of lead and zinc. He also said it was 
“questionable whether the tariff action would have any important consequences 
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in reopening closed mines.” In the present pending case (T. C. No. 65) the 
United States industry petitioned the Commission not only for increased duties, 
but also for quotas. A complete quota plan was submitted to the Commission. 
13. Rather than quotas, or a combination of quotas and duty, the industry be- 
lieves a fair and effective solution can be provided by legislation suspending 
present duties and, in lieu thereof, establishing “peril point prices” of 17 cents 
for lead and 14% cents for zinc with a 4-cent import tax. Such tax would 
be payable by importers only if unneeded imports forced United States prices 
down to below 17 cents and 14% cents. At these prices, or above them, needed 
imports would enter the United States free of any duty or tax whatsoever. 


II. COMMENTS ON ATTACHED STATISTICS CONCERNING LEAD-ZINC 


Note.—Attached statistical data is current to January 1, 1957, and conforms 
to prior submissions to Committee on Ways and Means (August 1, 1957) ; Com- 
mittee on Finance (July 22, 1957) and United States Tariff Commission (No- 
vember 19, 1957). 

1. During the period (1947-57) industrial consumption of lead has been rela- 
tively stable at about 1,200,000 tons a year. Likewise, industrial consumption 
of zinc has remained fairly constant at about 1,100,000 tons a year. In this 
same period, however, the ratio of net imports of lead to United States mine pro- 
duction of lead has increased from 58 percent to 150 percent and in the case of 
zinc increased from 40 percent to 124 percent. (See tables L—1 and Z-1.) 

2. During this period annual net imports of lead have increased from 220,000 
tons a year to 500,000 tons a year and zinc imports from 280,000 tons a year 
to 730,000 tons a year. United States mine production has dropped from about 
400,000 tons of lead to 330,000 tons and zine has declined from 640,000 tons to 
520,000 tons. (See tables L—1 and Z-1.) 

3. The statistics for imports submitted herewith are based on “net imports 
for consumption” as reported by the United States Bureau of Customs and are 
those used by the Tariff Commission. Statistics are also compiled on the basis 
of “general imports” which includes material which enters bonded warehouses. 
Estimates for 1957 would show, on the basis of “general imports,” that zine 
exceeded 800,000 tons and lead exceeded 580,000 tons. 

4. During the last 10 years, United States prices of lead-zine have had very 
little, if any, effect on United States consumption. Average yearly price for 
lead has varied from over 18 cents to slightly over 1314 cents but consumption 
was about constant. Zinc’s average yearly price also has varied from 18 cents 
to slightly over 10%, cents with very little difference in consumption. More- 
over, the price of consumer products containing lead or zinc do not reflect varia- 
tion in the basic price. As an example, the retail price for lead storage batteries 
(which account for over 30 percent of United States lead consumption) in- 
ereased in early 1958 in spite of the fact that the price of lead had declined 
25 percent. 

5. During the 6 years (1952-57) supply of lead in the United States exceeded 
industrial requirements by 18 percent and, in the case of zine, supply exceeded 
demand by 16 percent due to excessive imports. (See tables L-2 and Z-2. 
Until almost a year ago, when barter was stopped, large amounts of these 
excess imports were absorbed by supplemental stockpile acquisitions. 

6. Since the time when barter ceased 10 months ago, United States lead-zine 
prices have declined drastically. Except for the period in 1954 (coinciding 
with the Commission’s prior unanimous report) United States prices have now 
declined to their lowest level since mid-1950. (See tables L-8 and Z-8.) Un- 
needed imports have forced lead to decline from 16 cents down to 12 cents—a 
drop of 25 percent. Zine has been forced down from 13% cents to 10 cents— 
or a 26 percent decline. 

7. During the first 4 months of 1957 United States mine production of lead 
was at a rate of 365,000 tons a year. During the last 4 months of 1957 it was 
at a rate of only 298,000 tons a year. This is a decline of 67,000 tons or an 18 
percent loss in United States mine production. The same has occurred in the 
ease of zinc. During the first 4 months of 1957 United States mine production 
was at a rate of 598,000 tons a year. With the break in price this production 
declined very sharply and during the last 4 months was at an annual rate of 
only 430,000 tons. This is a loss of 168,000 tons annually and a decline of over 
28 percent. (See tables L-5 (a) and Z—5 (b).) Further domestic curtailments 
during the first quarter of 1958 indicate that current United States mine pro- 
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duction has now declined to an annual rate of 270,000 tons of lead and 400,000 
tons of zinc. 

8. In its decision in the May 1954 “escape clause” action, the Tariff Commis- 
sion found that employment in lead and zinc mines had declined from 26,000 
on January 1, 1952, to 17,000 on October 1953—or a loss of almost 9,000 jobs in 
the industry during this period. Statistics presented to the Tariff Commission 
in November 1957 substantiate the fact that an additional 5,000 employees had 
lost their jobs in the lead-zine mining industry since January 1, 1957. Thus, the 
number of jobs in the industry has been cut in half as employment in lead-zinc 
mining was declined from 26,000 to now less than 13,000. 

9. Prices improved in 1955 and 1956 under the conditions of the President’s 
directives of August 20, 1954. However, employment did not return to the 
early 1952 figures since United States mine production of lead and zine was 
160,000 tons less in 1956 and 200,000 tons less in 1957 than production figures for 
1952. (See tables L—1 and Z-1.) 

10. During the Korean conflict United States prices of lead and zine were con- 
trolled by the Government and the import duties were suspended subject to auto- 
matic reinstatement should the United States price fall below 18 cents. (See 
tables L-7 and Z-7.) 

11. During 1957, in contrast with the decline in United States mine production, 
imports of both lead and zine continued during the year at very high levels— 
in the case of zinc, imports reached an all time high. (See tables L-10 and 
Z-10.) 

12. While the 1957 figures are not yet available for foreign mine production it 
is noteworthy that during the severe 1953-54 price break free world production, 
outside the United States, did not decline and, in fact, increased substantially 
despite very low prices. (See tables L-4 and Z-4.) 

13. Inventory stocks of refined lead at domestic plants increased during 1957 
from 159,000 tons at the beginning of the year to 208,000 tons on January 1, 
1958. (See table L-9.) Similarly in the case of zine inventory stocks at do- 
mestic smelters have increased from 67,000 tons on January 1, 1957, to 167,000 
tons on January 1, 1958. (See table Z-9.) During the first quarter of 1958 
stocks of both metals have continued to increase—zine stocks were recently 
reported at over 200,000 tons. 

14. A calculation is attached to indicate that the four major importing coun- 
tries (Canada, Mexico, Peru, Australia) are actually losing dollar exchange 
revenue by flooding United States markets with unneeded metal and forcing 
severe price declines. If these four major importers would have exported to the 
United States 85 percent of their actual 1957 tonnage and if such curtailment 
in the United States market would have maintained the “peril point prices” 
proposed in legislation sent to the Congress last summer by the administration, 
they would have increased their trade revenue by $26 million over conditions of 
1957. Based on March 1, 1958, prices, this increase could have been almost $57 
million. This calculation shows that foreign producers would be in a more 
favorable position in terms of United States dollar revenue if they would im- 
port the amount of lead and zinc needed to supplement United States mine pro- 
duction rather than import excessive amounts which places United States 
supply and demand badly out of balance and forces a drastic decline in United 
States prices. 


Mr. Scuwas. 1. May 10, 1950, lead industry petitioned for “esca 
clause” pursuant to Mexican trade agreement and Executive Order 
9832. Denied by Tariff Commission July 18, 1950, formally dismissed 
by Commission January 25, 1951. Reason given was that United 
States had canceled Mexican agreement effective December 31, 1950. 
Duty on lead temporarily returned to 1930 rate. 

2. Early 1951 lead-zinc industry advised Committee on Reciprocity 
Information against cuts in duty at forthcoming Torquay meeting. 
Despite this, duty on both lead and zine was cut at Torquay, effective 
June 6, 1951. Lead duty had only been restored 5 months before by 
United States abrogation of Mexican agreement. 

3. Industry petitioned the Tariff Commission on February 14, 1951, 
for a section 336 “difference in cost of production” investigation. De- 
nied by Commission on May 29, 1951. Reason given was that trade 
agreement rates could not be changed by section 336 action. 
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4, Lead-zine industry petitioned the Commission on September 14, 
1953, for “escape clause” action under section 7 of Trade Agreements 
Extension Act of 1951. On May 21, 1954, the Commission unani- 
mously found serious injury and recommended maximum increase 1n 
duties. Sone: 

5. Concurrent with the 1953-54 “escape clause” investigation, the 
Commission upon order of House Ways and Means and Senate 
Finance conducted a section 332 general investigation and on April 
19, 1954, forwarded its 356-page report to the Committee on Ways 
and Means and Committee on Finance. 

6. On August 20, 1954, the President declined to implement the 
recommendations of the Commission and instead initiated defense 
stockpile purchases and, somewhat later, barter acquisitions. __ 

7. Nearly a year ago (May 28, 1957) the Department of Agricul- 
ture, by a series of regulations, stopped barter, the major alternate 
program instituted by the President. August 1, 1957, Office of De- 
fense Mobilization announced defense stockpile goals were nearly met. 
ODM ceased zinc purchases in April 1958 and has announced lead 
purchases will cease in May or June 1958. 

8. ODM has stated in hearings before Ways and Means that due 
to very large Government stocks of lead and zine (over 1,250,000 
tons of each metal), the industry is not eligible for consideration pur- 
suant to the National Security Amendment (sec. 7 (b)) of the Trade 
Agreements Extension Act of 1955. 

9. On June 19, 1957, the administration forwarded to the Congress 
a bill suspending present duties on lead and zine and substituting a 
series of import taxes to be effective only if the United States price of 
lead was below 17 cents and zinc below 1414 cents. 

10. Hearings were held on the administration’s bill August 1 and 
2 (House) and July 22-24, 1957 (Senate). Industry concurred in 
peril-point prices of 17 cents and 141% cents, but said schedule of im- 
port taxes inadequate. On the average, proposed schedule was about 
25 percent less than 1954 recommendation by Tariff Commission 
which the President said was insufficient. 

11. Following the exchange of letters in August 1957 between the 
late Mr. Cooper and the President, the industry again petitioned the 
Tariff Commission for escape-clause action. Petition filed 6 months 
ago (September 27, 1957); hearing before Commission 414 months 
ago (November 19-26, 1957). 

12. In his letter of August 20, 1954, the President stated maximum 
increase duties would have only a minor effect on United States lead- 
zinc prices and would not reopen United States mines. The industry’s 
petition requested quotas and increased duties. A complete plan for 
quotas was submitted to the Commission. 

On April 24, Mr. Chairman, just last week, the Commission handed 
down its decision. It unanimously found imports were causing serious 
injury. Three of the Commissioners recommended returning to the 
1930 rates. Three of the Commissioners recommended the rates of 
the previous Tariff Commission decision, plus a plan for quotas. 

13. Rather than quotas or a combination of tariff and quotas, the 
industry believes a fair and effective answer would be provided by 
legislation suspending the present duties and in lieu thereof estab- 
lishing peril-point market prices 17 cents for lead, 1414 cents for zine 
with a 4-cent import tax immediately behind these peril-point prices. 
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There are some comments in this document concerning statistics, Mr. 
Chairman. I would like to only point out a few. First, the con- 
sumption of lead and zinc in the United States has been rather constant. 

In contrast, as we all know, imports have grown tremendously. In 
1957, imports of zinc exceeded anything of record. Imports of lead 
continued at very high levels. I think I would want to point out No. 
8, which is that employment in this industry now has been cut in 
half. In the 1954 escape-clause action, the Tariff Commission found 
that employment had declined by 9,000 jobs and in the current situa- 
tion an additional 5,000 employees have lost their jobs. The total loss 
now is over 13,000 jobs in the industry. This figure is substantiated 
by the recent Tariff Commission’s statistics. 

Senator Biste. Might I ask a question there, Mr. Schwab? 

Mr. Scuwan. Yes. 

Senator Brnre. How many are employed in the lead-zine industry 
today ¢ 

Mr. Scuwas. In the lead-zinc mining industry, Senator, approxi- 
mately twelve to thirteen thousand. On January 1, 1952 when the 

Jommission made its prior report, employment was about 25,000 in 
the lead-zinc mining industry. 

Senator Brsre. You stress the word “mining” to distinguish it from 
the smeltering and the fabricating part of the industry ? 

Mr. Scuwas. That is right, sir. 

Senator Brete. This is the actual production of the raw material. 

Mr. Scuwas. Approximately 90 percent of the loss of employment, 
or perhaps over 90 percent, Senator, has been the loss in the mining 
phase of the industry. There has been some decline in the smelting 
phase. 

Senator Brste. Thank you, and pardon my interruption. 

Mr. Scuwas. It is quite all right, sir. 

The United States mine production has now been curtailed over 30 
percent for both of these metals, but foreign mine production has not 
declined substantially. We would note that during the severe price 
break of 1953-54, coinciding with the prior Tariff Commission’s rec- 
ommendations, mine production outside the United States did not 
decline, and, in fact, increased despite low prices. Stocks in the hands 
of our refining and smelting plants are now over 400,000 tons of lead 
and zinc, split almost evenly between the two metals. They are very 
excessive. 

This brief historical background, Mr. Chairman, shows beyond 
any shadow of a doubt that the lead-zinc industry has faithfully 
followed every procedure available to obtain administrative relief 
and such efforts have resulted in complete failure. This record also 
shows, and was again last Thursday confirmed by unanimous findings 
of the Tariff Commission, that the lead-zinc industry is suffering 
serious injury due to excessive imports. 

In order to present a reasonable cross-section of the reaction of our 
committee to the proposal advanced by Secretary Seaton, I have 
asked my group the following five questions: 

(1) Do you consider the prices of 1434 cents for lead and 1234 
cents for zinc adequate to maintain a healthy mining industry? 

(2) Do you believe these 2 prices will produce United States mine 
production of 350,000 tons of lead and 550,000 tons of zinc ? 
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(3) Since this is a subsidy plan requiring appropriations from 
the United States Treasury what is your position on the principle 
of subsidies ¢ 

(4) In order for the plan to have any degree of continuity, an 
annual appropriation by the Congress is required. What is your 
reaction to this phase of the proposal ? 

(5) Since it 1s an indisputable fact that excessive and unneeded 
imports are causing the serious injury to the lead-zine industry, how 
do you believe this plan will control imports? 

While many of the members of our committee know of this plan 
only through newspaper stories and find it difficult to comment with- 
out having a complete plan before them, their present reactions or 
answers to my questions can be reported as follows: 

(1) Adequacy of prices: It is the opinion of our committee that 
the prices of 1434 cents for lead and 1234 cents for zine would not 
be adequate to sustain the industry. 

Essentially there are three reasons for this opinion : 

(a) In testimony before the Tariff Commission last November, 
our costs of production were presented to the Commission members. 
Our committee conclusively demonstrated to the Commission that 
a combined price of lead and zine of 3114 cents is necessary for the 
United States lead-zine industry. 

I emphasize the “combined price.” 

(6) In the bill proposed by the administration last June, which 
was first presented before this Senate committee, peril-point prices 
of 17 cents for lead and 141% cents for zine were proposed by the 
administration itself. We concurred that these were realistic peril- 
point prices and sought only to provide, below these prices, an ade- 
quate import tax. 

(c) In Under Secretary of the Interior Chilson’s testimony before 
the House Ways and Means Committee last August these peril-point 
prices of 17 cents for lead and 14% cents for zine were again sup- 
ported by the administration. 

Many of our mines, which by no stretch of the imagination can be 
called marginal, could exist at these proposed stabilization prices only 
by liquidating their ore deposits. 

Senator Warxins. Which ones are you referring to, the ones pro- 
posed by the administration ¢ 

Mr. Scnwas. Yes, Senator, the proposed stabilization prices. That 
is correct, sir. 

And many others would be at a break-even basis. But most impor- 
tant, this price structure, in our opinion, does not provide for the 
margin required for adequate exploration and development programs. 
It does not provide a price situation for the continued “plowing back” 
of profit dollars for needed capital expenditures, for rehabilitation, 
or for proper maintenance of capital investment in plant and equip- 
ment. 

This phase of mining—that is, the plowing back of profit dollars 
in exploration development is, I am sure all the members of this 
committee realize, the lifeblood of not only the lead-zine industry but 
all the mining industry. 

Thus, I can sum up our comments on the proposed stabilization 
prices that they are not adequate; that in many areas of the United 
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States they will not reopen mines; and that they will not place many 
mines, which are desperately now “hanging on,” in an adequate mar- 
gin position. It is very difficult for us to understand why only last 
year the administration proposed “peril-point prices” of 17 cents 
for lead and 141% cents for zinc and now proposes 143, cents for lead 
and 1234 cents for zinc. 

Until a complete plan is available we are at a loss to understand 
how the differential between the proposed stabilized or “ceiling 
prices” and the ordinary United States market prices would be paid 
to the mines and, most important, what effect it will have on smelting 
contracts. 

(2) United States mine production under proposed prices: Tak- 
ing into account costs of production, to which I have previously 
referred, it is the considered opinion of our group that these antici- 

ated tonnages will not be produced at these prices. To a great 

egree our comment on this phase of the subject relates to the general 
feeling within the industry that this would be a year-to-year propo- 
sition—and subject to annual review by Federal agencies and the 
Congress. It does not seem to be one under which prudent investors 
and prudent operators would proceed to plan 3, 4, 5, or 10 years hence 
for vital development and exploration. We doubt that we could 
maintain developed ore reserves as we all generally try to do—that 
is, to develop each year 1 ton of ore for every ton that is mined. To 
put it another way, there appears little incentive for exploration and 
development programs and, thus, while the tonnage figure proposed 
might be yielded momentarily, it is very, very doubtful whether it 
would be continued. The past record of mine production at varying 
prices must be examined in the light that “mines die hard.” As we 
all know, many mines will operate at a loss since their shutdown 
costs might well exceed their production losses if they try to keep 
their property on a shutdown basis but in condition to resume opera- 
tions. 

(3) Subsidies: In conjunction with many other segments of the 
mining industry, the lead-zine industry has in the past rejected sub- 
sidies. We like the idea of subsidies today no better than we ever 
have. With the historical record, to which I have referred, of action 
that these two commodities have taken—perhaps an unequaled rec- 
ord—the Seaton proposal seems to us a compromising solution to a 
pen which basically lies in the area of adequate import controls. 
Some members of this industry, however, have been driven to a des- 
perate position and at this moment are best characterized as a “drown- 
ing man who will grasp at any straw.” 

(4) Annual appropriations by Congress: Not the least of the prob- 
lems which the proposed plan presents for domestic producers and 
to the interested Members of Congress is the one of obtaining annual 
appropriations. 

This annual requirement, in order for this plan to stay alive, is no 
unreal apprehension on our part. We have watched the history of 
problems concerning appropriations for subsidized commodities, even 
some minerals, and it provides us with a lack of confidence that there 
can be any plans for long-range production, development, and ex- 
ploration so vitally required in mining, if these are to be dependent on 
annual appropriations. What would happen if the industry failed to 
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prevail upon the Congress to make the required appropriations? In 
our opinion, it means we would return very promptly to the same 


condition we are in today. 


(5) Control of imports: In the proposal advanced by the Secre- 
tary, there is no provision for any control of imports. Therefore we 
can only speculate as to how they might be affected. As I noted be- 
fore, despite United States mine curtailment of over 30 percent, the 
United States markets and the world markets are still out of balance 
as supply continues to exceed consumption for lead and zine. For 
this plan to be effective and to aid United States producers, as we 
believe the Department of the Interior intends, the present annual 
rate of United States mine production—270,000 tons of lead; 400,000 
tons of zinc—would be increased materially and may momentarily 
approach the figures proposed—350,000 tons of lead and 550,000 tons 
of zinc. 

Thus, this means that United States mine production, if we under- 
stand the proposal, will increase, hopefully, by 80,000 tons of lead a 
year and 150,000 tons of zinc. This additional tonnage—over and 
above today’s rate of mining—we understand, will enter the ordinary 
channels of business and commerce. Thus, in the face of a present 
oversupply in the United States markets, and very excessive stocks 
of metal caused by unneeded imports, additional tonnages will be 
placed on the United States market. 

It is also our understanding, that the normal United States price, 
as we know it today, would seek its own level. Thus there can be only 
one net result of the increased supply. That is that the regular United 
States price would decline—and this 1nay mean a sharp decline. The 
effect that this would have on the world market, as quoted on the 
London Metal Exchange, is not too clear at this time, but we would 
think the London market would also decline. 

We do, of course, have many other questions at this time which 
must necessarily wait final draft of this proposed plan. Therefore, 
I emphasize again that our comments today are to be considered pre- 
liminary in their nature. 

The Cuatrman. Thank you very much for your statement. Are 
there any questions? 

Senator Cuurcu. I have a question or two, Mr. Chairman. 

I understand, Mr. Schwab, that it is difficult for you to give us any 
definitive appraisal of the Secretary’s proposals until the proposals 
themselves take definitive form. 

But I listened to your testimony this morning with a great deal of 
interest, and one question that occurs to me is this: You have re- 
ferred to the stabilization price that the Secretary proposes, which 
is 14.75 cents for lead and 12.75 cents for zinc. You have said that 
the position of the industry is that a 17-cent lead stabilization price 
and 14.5-cent stabilization price for zinc are required in the opinion 
of the industry. 

But you do feel, as you indicated in your testimony, that the sta- 
bilization prices proposed by the Secretary, which are substantially 
lower, might nonetheless increase domestic production of lead and 
zine substantially above present levels. I am wondering if you could 
clarify for me why an inadequate price as proposed by the Secretary, 
as viewed by the industry, who nonetheless, in the opinion of the indus- 
try, substantially increase domestic production. 
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Mr. Scuwas. I will have to give you 2 answers to that, or 2 parts 
of an answer, Senator. First, those prices would mean 2%, cents ad- 
vance for each metal over today’s prices. This will do something to 
increase mining. The second part of my answer, which is really pos- 
ing a question, is until we know how the differential between this 
stabilization price, which, to us, is a ceiling price, incidentally, and 
the ordinary U nited States price as we know it today, until we know 

how that differential is going to be chopped into bits and parts and 
distributed, it is difficult for us to say exactly how much mining will 
be increased. 

It will be increased, Senator, unquestionably, if for the only reason 
that it is a 234-cent advance over today’s prices. 

Senator Cuurcn. Are there also many operating mines today in 
lead and zine that could operate profitably under the stabilization 
prices proposed by the Secretary ? 

Mr. Scuwas. There, again, Senator, we will have to know how the 
differential will be divided. We do not understand from Mr. Sea- 
ton’s testimony of the other day whether this differential is to be 
returned entirely to the mines; whether there are to be limits on the é 
tonnages that any one mine can have eligible; whether there are to 
be limits on dollar amounts; what will happen to smelting contracts. 

Will smelting contracts continue to be written on the present basis 
or will they be written on this ceiling price? There is a whole phase 
of questions that we have. It is very difficult to answer your question 
directly right now. 

Senator Cuurcnu. I appreciate that. I appreciate you do not have 
all of the information you need. We are hopeful that you will be 
coming back to testify once we have the proposals in specific and : 
definitive form. 

Mr. Scuwas. One of the problems, Senator, if I may go a little 
further, is the problem of these great stocks which are in the hands of 
our United States producing plants today, and the effect those are 
going to have on this plan, too. 

Senator Cuurcu. I am very much concerned, as you know, I am 
concerned about the present prices in the mining industry. All of us 
on this Interior committee—this is a western committee—represent 
Western States where mining is of great importance to our economy, 
and the employment of the people we represent. One thing I think 
we have to strive to keep in mind is that we might approve on this 
committee a program that would underwrite conditions that would 
permit optimum development for domestic mining, and a program i 
that would have the wholehearted indorsement and support of the 
domestic mining industry. Though we might recommend it to the 
Congress, there could easily be little chance that the Congress would i 
ever approve it. We had that experience Jast year, you will remember, I 
with the support price for tungsten. : 

It was approved in the extension of Public Law 788. It was ap- 
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proved in the Senate, but the House refused, consistently refused, to 
back up the Senate position, and so the matter died. 

I do not want to see that happen to a program for domestic mining 
in this Congress. We have to keep in mind the possibility of reach- 
ing a compromises solution that has the best chance of passing the 
Congress, because I think that the mining industry needs help. The 
best sort of plan that does not pass the Congress is no help at all. 
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That is an objective, I think, that the mining industry should keep in 
mind as well as this committee before we finally formulate our recom- 
mendations in the form of legislation. 

Mr. Scuwas. If I may say, Senator, you have touched on one of the 
problems which concerns us about what chances does a program like 
this have within the Congress. We do not know. 

We would have to be guided by the judgment of men such as your- 
self. We just do not know what the chances are. 

Senator Bratx. Don’t you say in addition to that, Mr. Schwab, that 
even if this bill passes as submitted, you still have a problem of getting 
money to go with it ? 

Mr. Scuwas. Certainly. 

Senator Warktins. That is a problem now, I believe. 

Senator Brats. I think you say that in your statement, very em- 
phatically. I think that is something we have to face up to. 

Senator Warkins. Congress passed a bill, and it was signed by the 
President, but yet the House refused to go along with the : appropria- 
tions. 

I wish to commend the Senator from Idaho, if I may, Mr. Chair- 
man. 

I think he has pointed out very clearly the problem we have here. 
Everyone of the members of this committee, I think, are interested 
deeply in the western mining industry. We want to see them suc- 
ceed, we want to see them kept going. 

We know there is a wide range in cost between some of the pro- 
ducers, for instance in lead and zinc, and some in copper. I looked at 
some figures the other day, a graph, showing the various costs. As 
I remember it, Mr. Schw ab, as you get up further north, the costs go 
higher. I do not know why it is. It is not because they are farther 
north. In your State of Montana, they seem to be much higher than 
in my State or in California or some of the other States. 

Arizona, however, has a rather high cost, too, in lead and zine pro- 
duction. It seems to me we have a problem here that is going to re- 
quire some negotiation with the administration on figures. I have 
seen figures on both sides of this within the last few days, and I am at 
a loss to know exactly where the real facts are. I say that, Mr. 
Chairman, because I am sure we just do not w ant to talk for talk’s 
sake this time. 

We want to get something done that. will really help the industry. 

The Cuarmman. Senator Dworshak. 

Senator Dworsuak. Mr. Chairman, first I should like to commend 
Mr. Schwab as a representative of his committee organizing the case 
of the lead-zinc mining industry. 

I think the summary, Mr. Schwab, which you have presented, 
proves that during the past 8 years, constant, diligent efforts have 
been made by the industry to solve some of the problems confronting 
it, and to formulate a long-range mining program. 

Unfortunately, we have not been too successful. I say “We”, those 
of us who represent the leading lead and zine producing States, like 
Idaho. We have felt that we have been temporizing, more or less, 
in that we have been dealing with stopgap solutions, like stockpiling. 
All of them have contributed something to stabilizing, at least tem- 
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Se: the industry. But I wonder if, as we realize how futile have 
n these efforts as reflected, in your summary, to bring this problem 
before the Tariff Commission and the executive department, first 
under a Democratic President, then under a Republican President, 
under a ‘Democratic-controlled Congress and under a Republican-con- 
trolled Congress, we have made a little progress. At the present 
time, there is grave doubt in the minds of many of us that we can put 
through a program of this nature now which is a drastic innovation 
so far as the lead-zinc mining industry is concerned. I wonder if I 
give you a little background or refresh your memory, if you might 
give us a little information or at least your comment which might help 
the committee some. There are two thin s, as I see it, that have been 
largely responsible for the desperate plight of mining today, with 
emphasis on lead and zinc. I presume the same thing would apply to 
practically all of the minerals which have been produced or which 
could be produced in the United States. 

We adopted a trade agreements program. 

Mr. Chairman, I shall not belabor this point, but just try to empha- 
size that possibly the policies inherent in the trade agreements pro- 
gram have contributed in some way or another to decreasing the tariff 
protection, discouraging that approach to the economic factors in- 
volved in producing lead and zinc profitably in this country. 

We have pending now a renewal of that trade agreements program. 
That is one phase. The other is, when we go back a decade or so, and 
farther than that, during World War II, when we stimulated the 
production of minerals abroad, in the postwar period we have spent a 
lot of American dollars to encourage and expand the production of 
minerals in every section of the globe. I think the reaction of that 
program is now haunting us, or the results of that program, rather. 

A combination of trade agreements depressed these tariff duties con- 
stantly on one hand, and on the other unfortunately we have pursued 
a policy of creating the impression that in the United States we have 
become a have-not nation, as the Paley Commission tragically tried 
to point out and sold a program to the American Commission, that we 
were dependent to a large extent upon the production of these min- 
erals in foreign countries and we had reached the point where we were 
not self-reliant in the United States. 

We find this constant and increased production abroad plaguing us 
today. That is a long question, predicated upon that background. 

I wonder if you can give us your reaction to that situation to see 
whether we can overcome these conditions which, in my mind, are 
largely responsible for the plight of domestic mining today in this 
country. 

Mr. Scuwas. There are so many phases to the problem, Senator, I 
am hard pressed to keep my comments short at this point. 

Senator Dworsnax. May I make this plain? I do not want to pro- 
ject the considerations and deliberations of this committee and testi- 
mony of witnesses into a controversial area. I am simply trying to 
grope, as members of this committee have constantly pointed out, for 
some solution. As we realize the trends we have been following, they 
may give us some enlightenment in pointing out how to overcome 
these items. That is my purpose. I want to emphasize that I do not 
want you or members of the committee to become involved in a contro- 
versy which will accomplish little if anything. 
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Mr. Scuwas. I think there is no question, Senator, but what the 
trade policy of the United States, the whole phase of trade, is respon- 
sible for our problems. The powers which the Congress has now 

iven to the executive are limited. In the case of our industry, we 
could do nothing but seek quotas before the Tariff Commission. That 
is all that the executive department today can do to straighten out 
this situation. We have tried to very faithfully follow all these pro- 
visions of trade laws. We have tried to follow those pieces of legisla- 
tion that have been proposed. We have just been up against a brick 
wall. 

But basically the problem lies in control of trade. I think that is 
true in our case, and I think it is true in the case of many metals and 
minerals. How the trade should be controlled, who should control it, 
and what should be done, Senator, I will decline to comment upon. 
I have a specific problem. I address myself to that. We know what 
will solve our problem legislatively, and we will know what will solve 
our problem administratively. 

There are only two solutions. It must come one way or the other. 
There can be many types of proposals advanced to take care of min- 
erals and metals, such as the one that we have before us. 

We have no objection, Senator Watkins, to looking at any kind of 
proposal that comes up. 

We are not people who throw our hands in the air and say “No.” 
Our comments today are preliminary in nature on this, but we do have, 
as you can note in my testimony, some very, very sharp questions in our 
minds, if I can use that term. We just don’t know how this will work. 

Senator Dworsnak. Are you willing to make any definite comment 
on the foreign production and these imports? Your statement indi- 
cates that you feel uncontrolled imports are a constant threat to 
domestic lead and zine mining and other minerals in this country. So 
long as we have that disruption, it is difficult to work out a sound, 
constructive, long-range program. In other words, do you think we 
can work out any successful policy or program which will not take 
into consideration some control of imports ? 

Mr. Scuwas. No, Senator, we do not, and we feel that that must 
be on a reasonably long-range basis. It cannot be control today and no 
control tomorrow. 

Senator Warxrns. I would like to ask you this question: Suppose, 
for instance, the auto industry should pick up or resume with rather 
heavy production as it has done in the past. That industry alone ab- 
sorbs a large part of the production of both lead and zinc. Would the 
natural resumption in industry and some expansion in this country 
have a tendency to increase those prices even in the face of the imports 
that come in ? 

Mr. Scuwas. Yes, it would, Senator. The lead-zine industry typi- 
fies the basic commodity that has been shot with a double-barreled 
shotgun, in effect. We have caught the effect of the current decline in 
business, but, in addition and much worse, we have caught the effect 
of very excessive imports. 

Senator Warxins. The price was good here and just generally at- 
tracted them. 

Mr. Scuwas. If general business conditions would improve, in time, 
Senator, but it will take a long time, there might be some improvement 
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in lead and zine prices. I say it will take a long time because the 
world production outside of the United States, world mine production, 
has not yet substantially declined. 

We have in our plants in the United States very excessive stocks. 
Those stocks nie have to be worked off, and consumption in the 
United States would have to increase to a point where it balanced 
world mine production outside of the United States. 

To us, even though the general decline in business took an upturn, 
it is a long time off before supply-demand would be in balance again. 

If there were world curtailment in mine production outside the 
United States, that would help. But we cannot find any substantial 
curtailment in world mine production outside of the United States. 

Senator Warkrins. Has the use of other metals in the place of zinc, 
for instance, cut very heavily into the use of zinc? I may refer to 
aluminum. 

Mr. Scuwas. I think I will try to answer that question, Senator, 
by saying first a qualified “Yes.” Any two metals that are competing 
for the same market. can be typified by looking at the total consump- 
tion of both metals. Take zinc, for instance; zinc is going to be used 
in certain places almost no matter what its price is. Aluminum is 
going to be used in certain places nearly regardless of what its price 
is. 

That is in certain cases. Now, in the area where they are compet- 
ing is where the various industries, the various metals, have to do 
the job of providing certain services, good sales promotion, adequate 
and competitive prices. But that balance will change. It was rather 
surprising to us, for instance, Senator, that in February, an ordinary 
automobile battery that was selling for $14.95 in late December, had 
its price ome to $15.95, and yet the price of lead had declined 
at that time well over 20 percent. So we could sometimes question 
how much this price relationship affects consumption. It cannot be 
proved by the statistical record. But we know there is a competitive 
position. We do not think our peril point price figures that we have 
requested to keep our mines in production are noncompetitive prices. 

Senator Warxins. I notice that there has been an increase, if I can 
believe the figures I have seen, of about 700,000 tons in the use of 
aluminum. 

Mr. Scuwas. I think that is correct, sir. 

Senator Warxrns. I have talked with some of the mining people 
who have said, for instance, that when copper is at 46 cents a pound, 
it immediately brought in, in a very big way, the competition 
of aluminum with copper. These same people, who are copper pro- 
ducers, said that was an unfortunate situation, that really the high 
price received then in the long run did not do them any good because 
it brought m competing materials that are making it tough for them 
now. You see, when you have the decline in the use of these others 
and a heavy increase in competing materials, it will have somewhat the 
same effect that synthetics did on wool. 

We found that high prices of wool immediately made a much better 
market for synthetics. They got to using synthetics and the next 
thing we knew we were fighting an established material that had taken 
over a part of the market. It has been said to me and I do not know 
whether it is accurate or not, but I think it was testified to here by 
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Mr. Seaton, if I remember correctly, that they figured the price under 
the quota system recommended by the Tariff Commission would result 
in extremely high prices for lead and zinc, and would almost in- 
evitably bring in competition of aluminum with zinc, for instance. 
That would really hurt the mining people. I do not know whether 
that is right or wrong. I am caught in a welter of statistics on both 
sides, with costs of production where one side submits that the Tariff 
Commission has found, and which the Department things it has taken 
from all of the reports, your reports and the reports of the Tariff 
Commission, and I find quite a wide difference of opinion on the facts. 

Senator Dworsuax. Before you answer, Mr, Schwab, do you recall 
what the price-control prices for lead and zine were during the war? 

Mr. Scuwas. Yes, sir. 

Senator DworsHak. What were they? 

Mr. Scuwas. They were 1714 cents for both metals for a short 
— and then the ceiling prices were raised to 1914 cents for each 
metal. 

I would like to make a comment concerning your statement, Senator 
Watkins. 

Senator Warxins. I want your comments. I am trying to get the 
facts of the situation. I have been rather at sea with this welter of 
information. 

Mr. Scuwas. It is our belief that one of the things that has been 
our greatest problem as far as consumption is concerned is the vola- 
tility of these prices. An automobile manufacturer who is today 

utting on his drawing boards the design for his automobiles 2 years 

rom today, does not have any more idea what the price of zinc is 
et be than anyone in this room, I care not how skilled they 
may be. 

In contrast, aluminum has been a commodity that has been such 
that you can pretty well guess what the price will be. Why has the 
price of lead and zinc fluctuated so violently? There is only one main 
reason: Excessive imports, or, in the case of Korea, the withdrawal 
of imports, and making the American consumer go short. 

Senator Watkins. World demand increased when that. happened. 

Mr. Scuwas. It was a scare demand. It was not a real demand, 
but, nonetheless, it happened. 

Senator Warxrins. At least they bought it. 

Mr. Scuwas. Yes. 

Senator Watkins. They bought it overseas, or else it did not go 
into our market. 

Mr. Scuwas. Stability in price is equally important in consumption. 
Our price has not been stabilized, and it has been driven down, com- 
pletely controlled by imports. 

Senator Warxrins. Of course, now, the illustration you give us, I 
imagine those men planning an automobile to be manufactured 2 years 
from now would then figure on using aluminum instead of zinc. 

Mr. Scuwas. Perhaps they might. 

Senator Warkins. If they could not count on zine, saying we cannot 
count on that, but we will have to base our plans on this one material 
that remains constant, or more or less constant, anyway. 

Mr. Scuwas. That is one of the things that hurts you when you are 
trying to increase your consumption, as we are. 

Senator Warxins. Yes. 
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Mr. Scuwas. We do not believe, Senator, that the quota plan would 
raise the prices to the level that the Secretary commented about. 
However, [ think that this is a disagreement of technical opinion at 
this point. We would not want any quota plan that would raise the 
prices that high. 

Senator Auiorr. I cannot hear what the witness is saying, Mr. 
Chairman. 

Mr. Scuwas. I said, with respect to the Senator’s comments con- 
cerning the possible prices under quotas, the Secretary stated he 
thought prices would go to 19 cents. The industry does not agree 
with him and we do not believe the prices would go in that range. In 
fact, we do not want them to go in that range. 

We believe the quota plan that we have proposed, and proposed to 
the Commission, which, essentially, says that the imports shall equal 
the difference between mine production and consumption, with the 
latitude that is permitted in it, and with the great stocks in the hands 
of domestic smelting plants all the time, would not have that effect on 
United States prices, 

Senator Auuorr. You were talking a few minutes ago about auto- 
mobiles. What is there in the developmental field there that would 
lead you, for example, to believe that there would be an increase in 
the use of lead or zinc in the production of automobiles 

Mr. Scuwas. Not in the unit production, necessarily, Senator. 

Senator Atxorr. That is what I meant, the unit production. 

Mr. Scuwas. It is volume that I was speaking of. 

Senator Warkrns. More automobiles. 

Senator Auxorr. As a matter of fact, there is more tendency and 
more chance, is there not, by far, that aluminum will supplant then 
particularly the ferro compounds that are going into automobiles at 
the present time? 

Mr. Scuwas. I know there is quite a bit of competition between 
iron, steel and so forth, and aluminum. There is some competition 
between stainless steel, even, and aluminum. But our consumption 
of lead or zine in automobiles is, at this point, a volume consump- 
tion, dependent on the units that are manufactured. 

Senator Warxins. I wish to ask a few more questions about costs. 
I have seen figures on costs, though I do not know how reliable they 
are, but it looks to me like it would be almost impossible to get through 
Congress, and keep Congress appropriating money, for any money 
concerning the fringe producers in lead and zinc. I think that would 
be conceded, would it not ? 

Mr. Scuwas. Yes. However, Senator, we would submit that the 
fringe producers in this industry have long since gone. They were 
caught in the 1953-54 situation. The sanatenenaak figures speak for 
themselves. 

Senator Watkins. Are they not clamoring now to have something 
done to bring them back into production, where they want something 
high enough to take care of them, too? 

For instance, a mining association has to represent the low-cost 
producers, the average producers, and the high-cost producers, does 
it not? 

Mr. Scuwas. Yes. 

Senator Watkins. And your lead-zinc committee more or less tries 
to do that. 
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Mr. Scuwas. At this time, of course, Senator, we are representing 
those people who agree among themselves that these two prices are 
fair, and that if they can’t make it, at those prices, they are willing 
to step aside. But a lot of the producers, I believe, that you are re- 
ferring to, have left the business. They were caught in the 1953-54 
price break and never returned. 

Senator Warkins. I know a lot of them never returned, but I know 
some of them, from my correspondence, are thinking that, perhaps, 
there will be a program worked out now for them to get back into 
production. 

But it appears to me, for instance, in copper, lead, and zinc, that, 
if you get a protection high enough to take care of those fringe pro- 
ducers, the others can make profits that no Congress should ever be 
willing to stand for. I do not think you will get Congress at all to 
approve any program that would permit them to just go all out. 

Take copper, for instance, and we have all kinds of figures on 


copper, and even on mines owned by the same company. You find 
some of them are very high-cost producers and others are very low-cost 
producers. 


Mr. Scuwas. We do not promote any program, Senator, that we 
cannot, in good conscience, support. We realize it will not take 
care of some of the people you are speaking of. There is also going to 
be the person that is hanging on the ragged edge, who is trying to 
balance all the factors. He may quit and close down. 

Our program will not take care of everybody, nor will the Secre- 
tary’s plan, sir. 

Senator Warxrns. Have you worked out a program that you think 
will do the job and be fair to consumers as well as to the producers 
and which will be an average program rather than to try to take care of 
all of those in the industry who want to be taken care of ¢ 

Mr. Scuwas. Yes; I think we have, Senator, and I think the answer 
is in adequate import controls and let the chips fall where they may. 

Senator Watkrns. Does that program coincide with what Dr. Bros- 
sard and the other two members of the Tariff Commission recom- 
mended to the President ? 

Mr. Scuwas. No; I would think it is less stringent than a quota plan, 
Senator. Sometimes there are those of us who feel that our proposals 
for legislation split about down the middle of those two groups of 
Cmmissioners’ findings. However, quotas, if applied Senator, could 
straighten these two commodities out quicker than anything else that 
might be done. 

Senator Warxins. They probably could. But I think that is one 
of the things that the committee has not looked: into, yet. We have 
some international situations that, probably, we ought to take a 
look at. 

I am going to suggest to the chairman, Senator Murray, that, before 
we conclude these hearings, we consider the possibility—I don’t know 
whether it ought to be done yet, but, at least, we should consider the 
possibility—of having the State Department present what evidence 
they have that seems to raise so many questions about the international 
situation to us, even if they have to do it in executive session. 

It may be classified information. But I have been advised, and I 
do not know how accurate that information is, either, but presumably 
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it ought to be accurate, that we are confronted with an international 
situation that is very grave. 

As I have gone into this matter, I have come to the conclusion that 
certain programs we are going to have to adopt whether we like them 
or not. Personally, I would like to go along with what the mining 
industry believes to be the right kind. I am representing my con- 
stituents, and part of my constituents are in the mining industry. 

Still, however, I recognize the world situation as it exists today. We 
have to find something that will permit the mining industry to exist 
at the present time, which will square, if possible, with some‘of the 
international situations that, probably, the public has not been made 
aware of. 

That is the reason I have that in mind, Mr. Chairman. I think it 
would be well for us to let the State Department, whom we have 
roundly criticized many times, have a day before us, and see exactly 
what they have that makes them act the way they do. I have not been 
too sympathetic in the past. 

Mr. Scuwas. I would like to make a comment, Senator, concerning 
the type of peepee! we are making. One of the points that we seem 
to have most difficulty in getting across is that we are trying to create 
a situation which will permit duty-free imports of needed lead and 





zinc. 

We think that type of program will, in a very short time, if not im- 
mediately, provide a greater flow of trade dollars between importing 
countries and the United States. 

I have commented about the possibility, though we are sort of 
posing it as a question, that Interior’s plan may serve only to drive 
the price down. [If this is true, it will, of course, further reduce trade 
dollars. I say that because ofttimes, I believe, this point is missed 
when we ask for adequate import tax with peril-point prices. 

This industry is willing to permit needed imports to come into this 
country free of any duty, and, in doing that, the trade dollars that 
flow between South America, Australia, the rest of the countries, 
and the United States will actually be increased. 

Therefore, we see that they would have more dollars to buy more 
of our other commodities; tractors, electrical equipment, our manu- 
factured products. 

Senator Watkins. How can that happen, for instance; if we cut in 
half, according to the recommendation of the Tariff Commission, the 
a of lead and zinc? How can we get more trade dollars out 
of that ¢ 

Mr. Scuwas. Because the United States price will rise. You have 
to ultimately ‘balance the relationship between volume and price. 
Last year we made some calculations and we showed that if world 
mines, outside the United States, would curtail their production 15 
percent—and we thought that would put the situation in balance in 
our own best judgment—they would have increased their flow of trade 
dollars because then, we thought, the peril-point prices would have 
been reached and there would have been no duty. As of now, as you 
know, every pound has some duty on it. 

Senator Warxrns. I understand they are making money at the cur- 

-rent prices. You people cannot, but they are, because of their lower 
cost of production. 
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Mr. Scuwas. We also understand there are considerable problems 
going on now about the reduction of the flow of trade dollars, par- 
ticularly with respect to the South American countries. 

Senator Warxins. Yes; there are difficulties. We know that. 
There have been repercussions immediately. When the Secretary of 
the Interior approved the bill that I introduced to repeal the suspen- 
sion of the copper tariffs, we got an immediate repercussion of Peru. 
The President canceled his visit and, apparently, we were advised 
that the Russians were down there almost the next day to buy their 
output. We are in an economic war. That is one thing I would like 
to have the State Department explain to me anew under present cir- 
cumstances. I have heard it over the years, but whether anything new 
has happened that we ought to take into consideration is something 
I would like to know. 

We can well understand, and it does not take a military man to 
understand, why our enemies would like to get bases in South Amer- 
ica, if possible. We have been getting them all around our enemies 
on the other side. It would be one of those things that may have to 
be taken into consideration. 

I hope out of it all, out of this discussion we have had here, and 
the very conscientious approach that I think you have taken today, 
and a very fair approach to this problem, it ought to be possible to 
work something out to see to it that we must keep this absolutely 
basic industry alive in our own country. I think we must, by all 
means, do that. I think there should be no shirking of that re- 
sponsibility whatsoever. The question is how to do it. 

We have all kinds of remedies here proposed by different doctors. 
Which one is going to do the job? If we could get an agreement of 
the facts in the case, it would be much easier for the Congress and 
those who are responsible in the executive department to provide a 
remedy. 

Mr. Scuwas. If you think our group can be of any help at any time, 
Senator, we are ready to do anything we can. 

Senator Warxrns. I have 1 or 2 suggestions to make to you priv- 
ately to see if there is a possibility. I am very much like the Senator 
from Idaho who expressed himself. We face a real, practical problem 
here in the Congress. If we cannot get Congress to go along and pay 
the bill on a law that we have already passed, that is on the book, we 
will have a hard time to get them to go along with something they 
think is probably as bad as the tungsten situation was to them. 

Senator Cuurcu. Mr. Schwab, in that connection, let me first com- 
mend you on your testimony. You represent your industry in a 
highly responsible and commendable way. We appreciate that. 

Mr. Scuwas. Thank you, Senator. 

Senator Cuurcu. I think, too, you make a strong case, and have 
always made a strong case where quotas are concerned. My own dis- 
position has been more inclined toward quotas than it has been toward 
tariffs, because tariffs tend to increase the price to the consumer for 
all the metal that comes in. Therefore, I have felt that there is much 
to be said for quotas as a device for solving this problem. 

However, there would appear to be little likelihood in the present 
political climate to obtain quotas of any kind. If I am right in that 
surmise, we may have to turn to an alternative solution to the prob- 
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lem. I do think that any alternative solution, whatever form it may 
take, has the best chance of passing Congress if it includes a fair con- 
sideration for at least three criteria. One is the long-term interest of 
the mining industry. One of the factors to be remembered there is a 
price that does not tend, in time, to force the consumers of metals to 
turn to alternatives, because it is certainly possible to price an industry 
out of the market. 

The second criterion, it seems to me, is the interest of the Ameri- 
can consumers. There, I think, Congress must keep in mind a pro- 
gram that at least it gives the consumer the lowest price feasible. 

Thirdly, as Senator Watkins points out, we cannot overlook our 
international position in this period of world crisis. These seem to 
me to be reasonable criteria that the Congress would want to apply 
as a test to any program, and unless that program fairly well meets 
these criteria, I think it has no chance of assing. Just a few min- 
utes ago, Senator Watkins mentioned a point that I would like to do 
some exploratory thinking with you on, Mr. Schwab, reckless as it is 
to do exploratory thinking in public, because we may get off on a 
tangent that is very unrealistic. 

But if you will hazard it with me, the Senator from Utah men- 
tioned that even if we were to secure congressional authorization of 
Secretary Seaton’s proposal, or the general nature of the Seaton 
approach, we still face the problem of getting the necessary appro- 
priations from Congress to finance and implement the program. 
Would it be possible to link the financing of such a program, if it 
proves feasible and worthy of congressional support, not with needed 
annual appropriations, but with proceeds from tariffs in a way not 
unlike the wool program, so that proceeds to the Treasury from 
tariffs, or some proportion of those proceeds, could be earmarked to 
finance the minerals program, so that it would not be necessary each 
year to come back and fight the battle of the appropriation in Con- 
gress and not know from year to year whether or not the program is 
going to be financed ? 

What would be your reaction to that possibility? In that connec- 
tion, may I ask you how much do we realize, or do you have the 

res, as to the proceeds realized each year from the importation 
of lead and zinc under present tariff rates? 

Mr. Scuwas. I could give them to you, Senator, for 1957. But 
we are dealing with a high figure, as you realize. There were 700,000 
tons of zinc imported for consumption. I am emphasizing the words 
“imported for consumption.” That amount bore 0.7 cent duty. At 
that point, it would be $1.20 a ton. 

Thus, roughly, from zine you would yield about $1 million if my 
quick arithmetic is correct. 

Senator Warxrins. How much? 

Mr. Scuwas. About a million dollars on zinc. 

Senator Brstz. On presently imposed duties. 

Mr. Scuwas. Yes. I am taking 0.7 cent, although you realize 
concentrates come in under 0.6 cent per pound. But just on round 
figures, which I assume is all you care to deal in at this point, that is 
the amount. 

Senator Caurcn. What would be the approximation for lead? 
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Mr. Scuwas. We could take last year’s imports which were over 
500,000, but let’s call them roughly 500,000 now. It is a little over 
a cent, but let us call it a cent. 

You would get about another million dollars. You would get 
about $2 million, give and take. 

Senator Warxins. There would not be any cushion there to work 
out a subsidy program. 

Mr. Scuwas. Excuse me, Senator. Mike Romney is going to help 
me out. I am doing this too fast. He says it would be $10 million 
for each of the metals. You would have about $20 million for lead 
and zinc combined. And providing, of course, that the United 
or epg absorb that very, very high level of imports that it did 
in 1957. 

Senator Cuurcu. That is based on the 1957 figure. 

Then any earmarking of proceeds from present tariffs confined to 
lead and zinc would not produce revenues sufficient to finance the 
program that the Secretary proposes. In fact, it would fall short of 
it 


Senator Warxtns. $161 million, he said, for the first year. 

Senator Cuurcu. That is correct, as against $20 million for tariff 
proceeds in 1957. 

Mr. Scuwas. I think you could look at it this way, Senator, that 
the difference between today’s market price and the prices proposed 
by the plan are 234 cents for each metal. We are dealing here in these 
rough calculations with only 0.7 cent and slightly over 1 cent. 

Senator Warkrns. So the program we worked out for wool prob- 
ably would not work here at all. 

Senator Cuurcn. Not in the same form. 

Senator Warxrns. It is good to explore it. 

Senator Cuurcu. I think we ought to explore it, to see if there is 
any possibility that may lie in that direction. 

Mr. Scuwas. I am exploring with you, too, Senator. You could 
escugend arrive at a duty rate that would be required. I would not 

now now what it might be however, to offset the amount of money 
that you are talking about. 

Senator Warxrns. The only justification I have been able to come 
up with yet, and I have not thought it through, would be the need to 
keep people at work, keep the industry going, as one of our basic 
industries. 

Second is the international situation to justify this type of pro- 
gram. I think you have to strip it from all extraneous matters, and 
it finally boils down to that. 

Senator Brste (presiding). Are there further auestions of Mr. 
Schwab? 

Senator Dworsuakx. I have a few, but I will yield to the Senator 
from Colorado. 

Senator Bratz. Senator Allott. 

Senator Atxorr. It is very obvious between the Secretary’s testi- 
mony of last year, in June, and his testimony of this week, that there 
have been some rather radical revisions of their ideas in the Interior 
Department. In view of that, I am trying to reconcile their thinking, 
which we cannot do. 
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I would like to have you answer specifically the contention made by 
the Secretary that upon the basis of the figures, using lead, for exam- 
ple, or zinc, either one, as a criterion, from the basis of the figures for 
1953, 1954, and through 1957, that the figures offered by him, 14.75 
moor would not produce the tonnage which he says or claims it will 
produce. 

I would like to have you meet that contention straight on so that 
we have the benefit of your advice on it. 

Mr. Scuwas. I believe my testimony, Senator, was to the effect that 
it might be produced—momentarily—though I do not know how long. 

It will depend, Senator, on how many people in this industry will 
say to themselves “This is a program that is on a year-to-year basis, 
I will continue in it”, as opposed to how many people say “No, I am 
through.” So I can’t tell you on a continuous basis. 

Senator AtLorr. Your answer is substantially the same as the ques- 
tion I raised the other day, which was that there were a certain 
number of people who were producing at this level who could not 
continue to produce at this level indefinitely, but who are only doing 
so with the hope that there would be an increase in the prices. 

Mr. Scuwas. That is correct. We agree with you. 

Senator Brste. Would the Senator yield for an observation there ¢ 

They are lingering on in this industry at this time at a price con- 
siderably less than the stabilization price. Is that not true? 

Mr. Scuwas. Yes, sir. 

Senator Biste. What is zinc today, about 9.5 cents ? 

Mr. Scuwas. It is 10 cents on the United States market and lead 
is 12. 

Senator Brste. And that is considerably less than the stabilization 

rice. I did not want the record to indicate that the people that were 
in business today are in business at the price of 14.75 or 12.75. They 
are in business at a price of 12-cent lead and 10-cent zinc. 

Senator Axtxiorr. I do not think anybody understands that is the 
situation, Senator. 

Mr. Schwab, if this is the case, what is the present price for zinc? 

Mr. Scuwas. 10 cents. 

Senator Atxorr. And lead ? 

Mr. Scuwas. 12 cents. 

Senator Atiorr. Twelve for lead and ten for zinc. 

Mr. Scuwas. The United States domestic price ; yes, sir. 

Senator Atuorr. The Secretary’s plan would offer a raise of 234 
cents in the case of lead. 

Mr. Scuwas. That is corect. 

Senator Atiorr. And the same for zinc. 

How do you account for the fact that with almost 3 cents differ- 
ential now, the difference between 12 and 14.75, which is roughly 25 
percent, do you think that there are people producing in this tonnage 
at 25 percent under cost right now just in order to keep their mines 
open ? 

Mr. Scuwas. Yes, I think there are some, Senator. 

Senator Anxtorr. I am assuming that this differential would 
amount to about 25 percent, or whatever it amounts to. 

Mr. Scuwas. The average is all right at this point anyway. There 
are some, because cost, as you know, of shutting down, particularly 
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for a long time, and keeping a mine in repair to resume operation, 
may well exceed that differential. 

I would also point out to you, Senator, that many of the mines have 
now been reduced to a 4-day workweek, for instance. 

Under this arrangement, and with that much of an increase in 
price, they might go back to 5 days. The tonnage will begin to come 
out; yes, sir. We do not deny that. 

Senator At.orr. Then this leads us around the back door to the 
proposition which I have established here or tried to establish in this 
committee: That what Congress and what the United States needs 
more than anything else is a general statement of law and a policy 
by the Congress as to what level it intends to keep up our domestic 
mining industry in order to keep it in a healthy condition, and this 
question comes back directly on that. 

It is your contention not only now that at 14.75-cent lead, for 
example, many of the miners would still be producing at a cost which 
is not profitable. 

Then does it not come down to a simple proposition of examining 
books and examining statements to determine what the actual costs 
of these companies, the various companies, are ? 

Mr. Scuwas. I think we answered the first part of your question, 
Senator, many times, and in fact answered it before the Tariff Com- 
mission. If the lead-zinc industry can produce at 350,000 to 375,000 
tons of lead and from 550,000 to 600,000 tons of zine at a reasonable 
price, I think you will have a healthy industry. 

It is a combination of price and tonnage. 

Senator Cuurcn. Those, incidentally, are the tonnages proposed 
by the Secretary ? 

Mr. Scuwas. We think the zinc tonnage, Senator, is a little low. 
But I did not go into that in my statement until we see more details. 

Senator Attorr. The 350,000 in the case of lead was the tonnage 
proposed by him. I see that in the last 4 complete years, the ton- 
nages have been 325,000, 338,000, 352,000, and 333,000 in this country. 

Then with this tonnage which he has projected, of 350,000 tons, 
you say, if you produce 350,000 tons, you will operate at a profit, and 
he has projected his figures at 350,000. 

Then the question and the difference between you is whether or 
not his figures will produce 350,000 tons. 

Mr. Scuwas. I think the basic question is not a momentary question, 
Senator. We will agree that if this were a law today and the appro- 
priations were passed and all this had been gone through, you would 
get this tonnage out. We are not going to quarrel with that. But 
we have a very serious doubt, Senator, that prudent people, prudent 

investors, prudent operators, are going to plow back exploration and 
development money required to keep their mines going when they do 
not know what the situation will be in their industry in the next 
succeeding years. It is a psychological type of problem that they 
face. 

Senator Atiorr. Let me ask you this: Would you want to raise 
the projected target for tonnage, or would you want to raise the 
price? Are you still sticking with your 17-cent price ? 

Mr. Scuwas. I would point out, Senator, that until we know how 
that differential, for instance today, at 2.75 cents on each metal, is 
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going to be distributed, it is very difficult for us to answer your 
question. There are details that we do not quite understand. Is that 
2.75 cents payable directly back to the miner? We do not know 
that. What will happen to smelting contracts, the smelting rates 
which are based on prices? We do not know that. I can ‘hardly 
make any intelligent comment. 

Senator Atiorr. You cannot make any comment on the price or 
the target tonnage, either one? 

Mr. Scuwas. The prices we are using, Senator, at 17 cents and 
14.5 cents, are the standard United States prices as we know them 
today. Under the Secretary’s proposal these prices are different 
prices. They are called stabilized prices. With this plan there will 
still exist the regular United States price, which, as I said before, 

“an go only in one direction, it seems to us, and that is down. If 
you put more tonnage on the United States market today, I think it 
will only serve to drive the United States standard price ‘lower. So 
the differential becomes greater. How much that amounts to in X 
millions of dollars I do not know. 

Senator Attorr. This raises a question that occurs to me, and that 
is, will not the general tonnage under a subsidy program be to drive 
-~ actual price down? In other words, for such ores as you have 

yailable you do not have a really free market. You have a sub- 
sidized market. Therefore, you do not have the same forces coming 
into play to establish a real market because the miner—we are going 
to assume the miner—is going to get his price anyway. 

Mr. Scuwas. That is right. 

Senator Auxorr. Is this not perhaps one of the objections to a sub- 
sidized price? Would its effect be to drive the real price down? 

Mr. Scuwas. We feel quite certain, Senator, that this type of a 
lan would drive it down, and it would postpone the day when world 
Salas would be reached, when consumption and sup oly would get 
back into some degree of balance. At that time the orc inary U nited 
States price, as we know it, might gradually creep up, if consumption 
comes back and there is some curtailment in the mines outside the 
United States or control of imports. 

Senator Atuotr. That isall Ihave. Thank you, sir. 

Senator Birnie. Senator Dworshak. 

Senator DworsHakx. While you have been testifying, I have had 
an opportunity to refer to your statistical summary on lead and zine 
and I am amazed to see why we do not recognize what I have con- 
tended and what you admit, that unless we solve the question of 
imports, we will have real difficulty. In your lead statistics, in the 
20-year period, you point out that in the United States in 1938, we 
pucthiniat at mine production 369,000 tons of lead. In 1957, it is esti- 
mated to have hom 333,000. So we produced in 1957 less lead in our 
domestic mines than in 1938. That isa fact, is it not? 

Mr. Scuwas. That is correct, sir. 

Senator Dworsuax. Let us move over to net imports. In 1938, net 
imports were 35,000. 

Mr. Scuwas. Excuse me, Senator. 

Senator Bretx. Would you tell us what table you are following? 

Mr. Scuwas. Senator Bible, it is L-1, the first table in the sta- 
tistics. 
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Senator DworsHax. 1938, the net imports of lead were 35,000 tons. 
In 1957, they were just a few tons under 500,000 tons of lead, or al- 
most 15 timesasmuch. Is that correct? 

Mr. Scuwas. That is correct, sir. 

Senator DworsHax. Your statistics show that in 1938 the ratio of 
lead imports to production was 9.5 percent, but in 1957 it was 149.8 
percent. That is correct? 

Mr. Scuwas. Yes, sir. 

Senator Dworsnax. The ratio of net imports to consumption in 
1938 was 6.4 percent and in 1957 it was 43.6 percent. That tells the 
story on lead. While our production is going down gradually and 
we are producing actually less lead in 1957 than in 1938, 20 years 
previously, imports have increased almost 15 times. 

Senator Attorr. While your imports were jumping from 35,000 
to 500,000, Senator, your lead consumption went from 546,000 to a 
little over a million, 1,145,000, just a little over double. 

Senator DworsHak. Just a few tons over doubling. I do not think 
that is very significant, because imports have increased 15 times. 

Senator Atiorr. That is why I say it is significant. 

Senator Cuurcu. For these figures to be meaningful at all, you 
have to have the capacity of the domestic mines to produce the current 
needs of the American market. 

Senator DworsuHak. What has capacity to do with it? The record 
shows that regardless of the capacity, we are producing less and less. 

Senator Cuurcnu. I know, but it is my understanding that the lead- 
zine industry does not have a current capacity to meet the consump- 
tive needs of our market. This has been going on for a long, long 
while. So I dothink that has relevance to the figures here. 

Senator Dworsnak. It does signify a trend that we are naCON 
to a greater extent each year dependent upon foreign sources for lead, 
depending upon imports. 

Seantos Caeenais But the significant of it depends upon the 
capacity of our own mines to supply the market. 

Senator Brstz. Would you be able to comment on that, Mr. 
Schwab? Did our mines have the capacity to adequately supply the 
consumptive needs in 1957 ? 

Mr. Scuwas. Total consumptive needs, Senator? 

Senator Brstz. Yes. 

Mr. Scuwas. No. 

Senator Bratz. What percentage ? 

Mr. Scuwas. Percentage of consumption ? 

Senator Brsie. Yes. 

Mr. Scuwas. May I point out, Senator Church, just for a moment, 
that in dealing with the total United States available metal in lead, 
you must look at column 2, because in the case of lead there is great 
recovery in scrap. 

So if you will add the two columns together, because much of our 
mine production is available to our consumers as scrap. Essentially, 
the total available in the United States would have met about 75 per- 
cent or a little over of our domestic consumption. 

Scrap would have accounted for about 440,000 tons and our mines 
accounted for about 333,000 tons. However, as you can see by the 
figures, a mine production in the range of 350,000, to 375,000 tons is 
about what you can count on for the lead mines. 
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Senator Dworsuax. Which is far less than was produced in 1940, 
1941, 1942, 1943, and 1944. 

Mr. Scuwas. Yes, sir. Those were war years. 

Senator DworsHak. That is when our domestic industry was called 
upon to provide essential minerals at a time when foreign minerals 
were going into the world markets, and not being shipped into this 
country. 

Is that correct ? 

Mr. Scuwas. Yes. 

Senator Brete. Pardon the interruption. I thought there was a 
point that should have been cleared for the record. Senator Dwor- 
shak, you may proceed. 

Senator DworsHak. In 1938, the production was 516,703 tons. In 
1957, our production was $520,000. So, actually, we produced in 1957 
less zinc than we did in the year 1938. That is correct ? 

Mr. Scuwas. That is correct, Senator. 

Senator Dworsuax. Consider imports. 

In 1938 there were approximately 13,000 tons of zinc imported into 
this country. A year later, in 1939, there were about 68,000 tons of 
zinc imported. Then you go to 1957 and the total is 732,500 tons, 
which means that the ratio of net imports to production rose from 
11 percent in 1939 to 124 percent in 1957, and the ratio of net imports 
to consumption rose from 2.5 percent in 1938 to 8.8 percent in 1939 to 
74 percent in 1957. Those are correct figures, based upon the record ? 

Mr. Scuwas. Yes; they are, Senator. 

Senator Dworsuak. I think that tells ourstory. We can talk about 
any solution that we care to. But as long as we ignore the record 
which shows that imports have been constantly increasing, so that they 
are a very large share of our total consumption, until we have some 
way of meeting those imports, keeping in mind, as has been pointed 
out, we have international problems and diplomacy involved, but you 
cannot ignore statistics like you presented to this committee. 

Can we, Mr. Schwab? 

Mr. Scuwas. I do not believe so, Senator. They speak for them- 
selves. 

Senator Dworsuax. That is what I am contending. They are 
speaking for themselves. 

Senator Watkins. If the Senator will yield, I noticed, of course, 
that the reciprocal trade agreements program went into effect in 1934. 
All of this has happened since. 

Senator Dworsnak. I pointed that out. 

I said I was not going to engage in any arguments with my col- 
leagues on this committee, or with representatives of the industry. 
But unless we are realistic in our approach to the solution of the 
problem, we cannot expect to be successful. 

I will stand behind that. 

You will agree to that, will you not, Mr. Schwab? 

Mr. Scuwas. Senator, I think I would comment that lacking any 
control of imports, we just do not see a solution. We are aware of all 
of these other problems. But lacking any reasonable control of im- 
ports, we fail to find a solution. 

Senator Warxins. Let me ask you this question, though it may not 
be worth anything at all: Suppose this program that the Secretary 
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has submitted were put into effect. Would, in your opinion, it have 
any effect on imports, one way or the other ? 
r. Scuwas. I think it would, Senator. 

Senator Watkins. It would not increase them, would it? 

Mr. Scuwas. I am hazarding a guess at this point. I think that 
the world and United States price will be driven down further; what 
countries such as Mexico and others are going to do about their mine 

roduction, I don’t know. We are told that it is uneconomical today, 

ut there is no curtailment. If they will keep pouring the metal out, 
then that is no solution. 

Senator Watxkrns. Would it get to the point where the United 
States market would not be so attractive for them because of the fact 
that the United States producers would sell for whatever they could 
get on the United States market and the Treasury would pick up the 
tab for the difference? Would that not discourage imports? I want 
your reaction and your opinion on it. 

Mr. Scuwas. I do not know. There is a thought in my mind that 
it may not make the United States market quite so attractive. 

Senator Dworsnaxk. Can you tell us what would be assumed to be 
the price that lead can be produced in foreign countries for at a profit? 
I have heard 5, 6, 7, and 8 cents. Do you have a figure? 

Mr. Scuwas. I do not by individual countries, Senator. There are 
certainly some producers that can produce for that price. Those 
countries that have combined complex ore bodies, wherein they will 
have, perhaps, high silver, high copper, germanium, or something like 
that, are not necessarily dependent on what the United States price 
or the world price of lead and zine are for their total revenue. 

We do not know for sure where the range will be where that for- 
eign production will stop pouring out. It has not been reached yet. 
The London market has been 714 or 8 cents for zinc and about 9 and 
a little over for lead. Foreign production is still coming. The world 
price must be less than now to force curtailment in foreign mines. I 
think that is all I can say. 

Senator Warkins. Here is a question that occurs to me with respect 
to the United States companies which have overseas operations. 

Is there any lead and zinc being brought into the country from our 
own corporation operations overseas or in other areas outside of the 
boundaries of this country ? 

Mr. Scuwas. Do you mean United States corporations, Senator ? 

Senator Warkrns. Yes. 

Mr. Scuwas. Yes, there are. 

Senator Warkrns. Is that true with copper? 

Mr. Scuwas. It is my understanding, Senator. I don’t know too 
much about copper, but I think the answer is yes. 

Senator Warkins. I have been advised that at least Kennecott 
said they are not selling any of their overseas production of copper in 
the United States, that it all goes to Europe. 

Senator Attorr. It all goes to who? 

Senator Warkrtns. To Europe. I have checked on that. I have 
not checked on the other. 

Mr. Scuwas. If I may, Senator, I think if you will address that 
question to Mr. Romney, or Mr. Knight, who are scheduled to follow 
me, they could answer it much more specifically. 
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Senator Warxrns. I would like to get the answer, if we have any 
of our United States corporations who are producing overseas who 
will bring metals in here, or who are now bringing metals in, and 
competing with the domestic prices. I would like to get those figures, 
if it is possible to get them. 

Senator Bratz. Do you mean on copper or lead and zinc? 

Senator Warxins. I mean copper or anything that is involved in 
this proposal of the Secretary. 

Senator Bratz. May I suggest we will have two copper witnesses 
following the lead-zinc witnesses. 

Would you undertake to supply that for the record, Mr. Schwab? 

Mr. Scuwas. Yes, sir. 

Senator Brste. That is, insofar as lead-zinc are concerned ? 

Mr. Scuwas. Yes, sir. 

Senator Warxins. You understand under the Secretary’s proposal, 
only domestically produced lead and zinc would participate in this 
program. 

Mr. Scuwas. That is our understanding. 

Senator Brete. Are there further questions of Mr. Schwab? 

We have two witnesses for this afternoon. We will not be able to 
conclude the hearing this morning. 

I have just a couple of questions, if I might ask them, Mr. Schwab. 

This is opened up primarily by the questions directed by Senator 
Watkins, and directed to your statements on page 6. 

You said— 

Thus, in the face of a present oversupply in the United States markets and very 
excessive stocks of metal caused by unneeded imports, additional tonnages will 
be placed on the United States market. It is also our understanding that the 
normal United States price as we know it today, will seek its own level. 

What does that sentence mean ? 

Mr. Scuwas. The last sentence? 

Senator Bratz. The sentence of the United States price seeking its 
own level. 

Mr. Scrrwas. Well, it means that the law of supply and demand 
will continue to be in effect, as far as the ordinary United States price 
is concerned. While the supply-demand situation is now out of bal- 
ance and has thus forced the London price down and the United States 

rice has been forced to follow, putting more lead and zinc in the 
United States market, it seems to us, can only increase supply, and, 
therefore, throw this supply-demand situation further out of balance 
and serve only for a greater decline in the United States, and, we 
think, preliminarily, the world market price. 

Senator Brste. I get a little baffled as to why a stabilization plan 
would force more lead and zinc into the domestic market. 

That is what I do not follow. 

Senator Watxrns. I am certainly baffled. It seems to me it would 
cut down. 

Whatever the importers put the price at, the American producer 
could meet his price every time, because he could go pick up the diff- 
erence in cost out of the Treasury. He is protected. That seems to 
me to be a pretty strong protection against imports. If they put the 
price down, they just get themselves down to the point where they 
cannot afford to come into this market. 
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Senator Cuurcu. My economics may be wrong here, but I tend to 
agree with the Senator from Utah. I do not see anything in the Sec- 
retary’s proposals that would tend to enhance imports. 

Senator Bisie. That is what I was directing to the attention of the 
witness. 

Mr. Scuwas. I did not mean to ever imply that it would enhance 
them. I only meant to ask, if I could say it in inaccurate figures, what 
would happen to the United States price today if there were another 
100,000 tons of lead or zinc being mined, which, as we understand it, 
is what the Secretary’s mg hopes to accomplish ? 

Senator Cuurcu. That is an additional 100,000 tons of domestic 
production. Is it possible for us to assume that if the domestic pro- 
ducer is able to meet the world price by virtue of the Government 
subsidy, that the domestic producer ought to be able to sell domestic 
ores in the American market before foreign ores will be purchased ? 

Mr. Scuwas. It would seem that way ; yes, sir. 

Senator Cuurcu. It would seem that that would be so? 

Mr. Scuwas. Yes, sir. 

Senator Cuurcu. If that is so, then the tendency would be to de- 
crease, it would seem to me, to decrease the American market for 
imports. If we could sell 100,000 tons more of domestic metal to meet 
the needs of the domestic market, then there is going to be 100,000 tons 
less domestic metal purchased from abroad. 

Senator Brste. Of course, the answer to that, I think, is if there is 
another 100,000 tons—— 

Senator Cuurcu. What effect that would have on the world price is 
aonther question. 

Senator Brste. That is what he is pointing to. He is not pointing 
to tonnage, but he is pointing to price. I will let him answer it. He 
is the expert. 

Mr. Scuwas. May I say this, Senator Church: The control of the 
flow of mine production outside the United States is going to depend 
on price some day. We do not know at what point curtailment will 
begin. This plan, if we understand this plan correctly, will push the 
United States price down. 

It is just a matter of how quickly this will happen. This is the only 
way we see a control of imports in this plan. We wonder if it is thor- 
oughly understood by all those who are concerned with this matter on 
an international basis. Sometimes we wonder would it not be prefer- 
able to have an adequate import excise tax rather than to have this 
happen. 

Senator AxLorr. In my proposition to you, which was that there 
might be some tendency to depress the actual competitive price in this 
country, by the same token, it would tend also to depress the world 
price, would it not? 

Mr. Scuwas. Yes, sir; we believe so. 

Senator Atiorr. And to that extent, diminish, at some point, world 
production. 

Mr. Scuwas. We would presume so, Senator. We don’t know 
where the point is, because we don’t know at what point many of the 
foreign countries will start to curtail. We are told that many of them 
will never permit curtailment, but I do not know that firsthand. 
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Senator Birste. May I follow through with one further thought 
that I had, on the law of supply and demand diminishing returns, and 
so forth, and a couple of salt thrown in with it. That is that if 
these things are brought about, and rae do increase this domestic 

roduction some 100,000 tons annually, as I understand your thesis it 
is that that has only one effect and that is to force the world price 
down. Is that correct ? 

Mr. Scuwas: The world and the United States price, Senator; yes, 
sir. 

Senator Brste. The world and the United States price down. If 
that conclusion is correct, then the cost of the stabilization plan 
increases; is that correct ? 

Mr. Scuwas. Yes. 

Senator Bistx. Because the spread is greater. 

Mr. Scuwas. Not having seen the calculations, Senator, we do not 
know how much. 

Senator Bratz. I recognize that. I do want to compliment you on 
your statement. I think you are trying to be fair and objective and 
cautious in approaching this troublesome problem, and it troubles all 
of us. We are trying to be helpful. I think that probably some of 
our observations are a little premature because we have not seen the 
plan yet. 

And we do not have legislation before us. 

Senator Autor. I was really wondering, Mr. Chairman, how much 
actual ground we are gaining. 

Senator Brsxe. I think we are havi ing some very splendid academic 
discussions, but I think until we do get the plan we cannot make too 
much headway. I understand it was the chairman’s thought that a 
number of industry people were here in the East that could not be 
here next week, and they wanted to get the benefit of their views in 
advance of the plan. 

I cannot agree more that we should have the plan first. 

I would like to ask two more quest ions, if I might, before we recess. 
First, as I understand it and read the table, we have produced 333,000 
tons of lead in 1956, at a price of 14.4 cents. We produced 520,000 
tons of zinc, I believe, at a price of 11.5 cents. Do I understand from 
your statement that the lead production will be down as much as 
270,000 tons in 1958, and zinc down as much as 400,000 tons in 1958 ? 

Mr. Scuwas. The current rate of production, United States mine 
production, Senator, is at those latter figures you mentioned. 

Senator Brete. Will that be realistic at the end of the year? Do 
you think that will be realistic ? 

Mr. Scuwas. Depending on what happens to the general economy 
of the United States. If you could tell us when we will come out of 
this slump, these figures would change slightly. 

Senator Breie. That is based on January, February, and March 
figures 4 

Mr. Scuwas. That is correct, and continuing today. 

Senator Warxkins. What about January 1957 and January 1958? 
There is not a vast difference there, at least not in my State, or not 
too much. I saw the figures yesterday on that, and I was surprised 
that it is as little as it is, the difference. 

Mr. Scuwas. Lead or zinc, Senator? 

Senator Watkins. Both. 
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Mr. Scuwas. It is not true, for instance, of New Mexico. New 
Mexico will soon have almost zero, again. They lost almost 30 or 
40,000 tons a year. 

Senator Warkins. That is much higher than Utah’s production, 
I understand, and the ores are not as rich. You see, we have such 
a vast difference in the cost. It is not like the production of wheat 
or corn, where you have pretty much the same thing all over the 
country. When you get into mining, you have low-grade ores, you 
have average grade, ‘and you have high-grade ores. Even where 
you have high-grade ores, sometimes the cost of getting those ores 
out cuts down the money you get for your high-gr ade ores to the 
point where you are hardly competitive with the low-grade ores. 
That may be true in copper. 

It probably is true. 

Mr. Scuwas. Of course, some of this, Senator, I hardly need com- 
ment upon. Some of this production rate occurs because, as people 
start to get pinched, they will high grade their mines. 

Senator Warxrns. Well, they will pick out the richest bodies and 
dig them out first. That is what you claim is going on now. 

Mr. Scrwas. Utah may have maintained a level rate for lead pro- 
duction at, ultimately, the expense of Utah’s best interests. I don’t 
know. 

Senator Warxins. You mean the long-range development. 

Mr. Scuwas. That is right. 

Senator Watkins. And in one of the mines, the miners, after this 
mine closed down, came around and took leases, and they are produc- 
ing at a much higher rate than they did before, per man, when they 
were working for wages. When they are working for themselves, it 
has made quite a difference. But the development, work, as you say, 
is not going along under those circumstances, which is highly impor- 
tant toa mime. 

Senator Brste. I have 1 or 2 more questions, Mr. Schwab. If the 
present stabilization-price plan becomes law and becomes effective, 
would that in any way alter the need or the necessity of the President 
acting upon the Tariff Commission recommendations for tariffs on 
lead and zinc? 

Mr. Scuwas. We do not look upon those two ideas, Senator, as hav- 
ing any relationship. We think the only long-range solution is some 
adequate control of imports by quotas, or a combination of tariffs and 
quotas, which power the exec utive department now has; or some legis- 
iF gee: that will straighten this out. 

As I understand it, the Secretary suggested it for a 5-year period, 
but of course, requiring annual appropri: ations. We come to the same 
conclusion that I think was mentioned before, that it seems to us to 
be a year-to-year proposition. 

The two might be done concurrently. They might compliment 
each other. I donot know. 

Senator Brste. Even with that plan now before the Congress for 
consideration, the President should, at the same time, be urged to act 
as quickly as possible upon the recommendations of the Tariff Com- 
mission insofar as lead and zine are concerned; is that a correct state- 
ment? Isthatthe view of your industry ? 
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Mr. Scuwas. That is the view of our industry, Senator. Certainly, 
I would be amiss today if I did not express the sincere appreciation 
that our industry has for the effective and good work that you gentle- 
men have done in our behalf. I want to close our statement with that 
thought. Many people in the industry are deeply grateful for all the 
work you have done for us. 

Senator Brste. We appreciate your views very much, Mr. Schwab. 
I have just one last question. As I understand it, there are twelve or 
thirteen thousand people employed in lead and zine mining industries 
in the United States today. If the stabilization plan were to be effec- 
tive, would it result in the employment of more men ? 

If so, approximately how many ¢ 

Mr. Scuwas. Not very many, Senator. I would like to cite a table 
in the Tariff Commission’s report to substantiate that comment. Per- 
haps I can do it without going to this table. When the price broke 
after Korea, and the industry suffered serious injury, we lost about 
9,000 men and our employment was reduced to about 17,000. Despite 
the implementation of the defense stockpile program and despite the 
implementation of barter, employment stayed quite level and the 
United States price was 16 cents for lead and 13.5 cents for zine for 
almost 16 months, due to the Government buying and essentially set- 
ting this price level. There was no appreciable increase in employment. 
Now we have taken another dip and lost 5,000 more. 

How much present employment would increase, Senator, I don’t 
know. I would think under this type of a plan it would not be mate- 
rially changed. 

Senator Biste. In fairness, however, I suppose it must be said that 
if the stabilization plan does become law and does become effective, 
then it certainly will hold the industry at its present level. Isn’t that 
correct? That is, its present level of employment. 

Mr. Scuwas. Yes, sir. But I don’t ae how long. At least for 
a year it would. 

Senator Brste. For whatever period it was effective. 

Mr. Scuwas. Yes. 

Senator Bree. Is that a fair statement ? 

Mr. Scuwas. Yes, I think it is. 

Senator Bretz. Do we have further questions ? 

Senator Watkins? 

Senator Warkrns. I assume the witness will get some of the figures 
I asked for. I would like to know what the importation of lead and 
zinc amounts to from mines operated by the United States people 
in other countries. 

Senator Brste. We certainly appreciate your very fine and thought- 
ful statement, Mr. Schwab. It has been helpful to the committee. I 
assume that you are readily available to the committee, after the plan 
and the framework comes forward, for further comments as they may 
be indicated ? 

Mr. Scuwas. Yes, Senator. 

Senator Bratz. The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:04, the committee recessed, to reconvene at 2 
p. m, the same day.) 
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AFTERNOON SESSION 


The Cuarrman. The committee will come to order. Mr. Romney 
is the witness this afternoon. 


STATEMENT OF MILES P. ROMNEY, MANAGER, UTAH MINING 
ASSOCIATION 


The Cuairman. Mr. Romney, you may state your name and your 
official position, please. 

Mr. Romney. Thank you, Mr. Chairman. 

I am Miles P. Romney, manager, Utah Mining Association, I have 
a prepared statement which I wish to present. I would be pleased to 
answer any questions during the course of my presentation. 

The Carman. You may proceed. 

Mr. Romney. Though no adequate details have been provided as 
yet, the so-called saabitigatiies plan presented by the Honorable Fred 
A. Seaton, Secretary of the Interior, to this committee on April 28, 
is nothing more nor less than a direct Government subsidy from the 
United States Treasury payable to domestic producers to compensate 
for the difference between the market price of copper, lead, zinc, fluor- 
spar, and tungsten, and a support price for each of those metals. 

A major portion of the mining industry, after the war-time ex- 
perience with subsidies, appraise the use of direct subsidies as lead- 
ing to eventual Government control and as being impractical of 
equitable administration. 

The nature of mining requires that the industry make long-range 
plans, and revocable or stopgap, subsidy-type measures by the Gov- 
ernment contribute little to a solution of the real problem. 

The copper industry has after much study and careful considera- 
tion evolved a plan which it believes would solve the problem with 
which our friend, Secretary Seaton, has been wrestling so severely for 
so long. 

This measure, now before Congress, is simple and effective. It is 
equally applicable to lead and zinc but perhaps can more easily be 
nets as applied to copper. 

n essence this measure provides a floor price of 30 cents per pound 
on copper and an import tax of 4 cents per pound to go into effect 
at any time that the price during the period of the prior month falls 
below 30 cents, and further provides that such tax will be suspended 
entirely following any month in which the price is maintained at 30 
cents or more. 

Such tax is in lieu of a fixed tariff and would be only intermittent. 
This is a unique device, more equitable to importers and consumers of 
copper than a fixed tariff, and we urge that it be carefully studied to 
determine its merits and effects. 

I appreciate, Mr. Chairman, that most of you on this committee were 
signers of that bill. So this statement is more for the record than to 
convince you. 

The Coarrman. We appreciate it. 

Mr. Romney. It should be pointed out that under present statutory 
tariff law there is provided a 4 cents per pound tariff which, by Presi- 
dential proclamation was reduced to 2 cents on January 1, 1948, and 
which tax has been suspended since April 1, 1951. 
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In the 1956 trade negotiations this tax was further reduced by agree- 
ment so that the rate, effective June 30, 1958, will be 1.7 cents per 
pound. The law further provides that the 1956 and subsequent reduc- 
tions below the 2 cents per pound will not be in operation when the 
domestic average market price of electrolytic copper is under 24 cents 
per pound. i tik. 

Yonsequently, if no legislation is passed by this Congress in its pres- 
ent session and the domestic market*price of copper is under 24 cents 
per pound, the tariff applicable would be 2 cents per pound rather 
than 1.7 cents per pound. 

If and when the proposal for an upward adjustment of import tax 
and peril point goes into effect, it will provide fair and equitable 
treatment of domestic and foreign producers. 

It appears, therefore, that the import tax proposal now before the 
Congress would be preferable to the stabilization plan for the follow- 
ing reasons: 

1. The import tax would apply only when prices are below the 
peril point and would permit a normal volume of needed imports 
over the years without tariff or duty of any kind. 

2. The passing of this proposed new law would by its provisions 
eliminate the old law which provides for a permanent tariff. 

3. The effect of this proposal would be to provide adequate domestic 
prices and to support moderately higher prices for copper in the 
world markets. It would also tend to stabilize prices at a higher level. 

This would be accomplished without costing the American tax- 
payer one cent through taxes collected to finance the subsidy proposed 
in the stabilization plan. 

In this discussion it is only possible to make general comment on the 
proposed stabilization plan, as details of its application and and admin- 
istration are not available. 

We do, however, wish to express our ideas on the nature of the plan 
and to comment on a few of the rather obvious effects upon the mining 
and marketing of copper if the proposed plan were to be adopted. 

When the specific legislative proposal is presented and the admin- 
istrative details are available for study, we propose to review thor- 
oughly those items in order to present to your committee a full analysis 
of their effects upon miners, smelters, domestic consumers, foreign sup- 
pliers, and the public in general. 

I would like to insert the comment here that we feel that the effects 
would be quite different on each one, and it is going to take some 
very thorough study to determine what those effects will be, and there 
they conflict or might complement each other. 

Mr. Repwinr. May we ask the witness to explain what he means 
why there might be different effects on the different commodities. 

Would you explain what you have in mind there, sir? 

Mr. Romney. There is a lot of detail that we could go into there, 
but I think basically we can only assume at this time that the subsidy 
will go directly to the miner, so that the impact of the stabilization 
price will be felt by the miner. 

The smelter, we do not know what his position will be. If prices 
go down, it will affect all of his smelting contracts with individual 

miners. 
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Mr. Repwine. May I ask this question : Smelting contracts are based 
on the price of the raw material; is that correct ? 

Mr. Romney. Generally the smelter contract agrees to pay the miner 
the average price for the period in which the material is received, less 
certain metal deductions, plus a fixed fee or a smelting charge. Just 
in general, the smelting charge that is a part of the contract.dees not 
represent the cost of smelting that particular lot of ore. 

he deductions involved, plus the charged amount, that amount 
which is charged as smelting cost, all go to make up the amount that the 
smelter ultimately recovers to pay the cost of that ore. If he is ona 
fixed contract, so much per ton, for treating the ore, and he gets some of 
his recovery or pay is some of his costs out of the metal which he 
recovers over and above what he pays the miner for, the price can go 
down, and obviously the smelter is going to realize less money under 
the reduced price than he would under the higher price with which to 
pay his costs. Certainly it would be a long stretch of the imagination 
for any of the proposals related to this plan to deal with those particu- 
larly complex items that are difficult to explain, though I have just hit 
the highlights. 

We do not see how any sort of a plan of procedure could adjust for 
those specific, peculiar arrangements of the marketing of ore through 
the smelters and through the mills and give full equity to the miner 
and also give full equity to the smelter. 

The Cuarrman. When a shipment of ore is made by a miner to the 
smelter, the smelter takes title to it, and becomes the owner ? 

Mr. Romney. He buys the ore and takes title to it, yes, sir. There 
are occasions where ore is smelted on a toll basis, where the contract 
provides that the shipper receives back from the smelter the metals and 
he sells them. 

But that is not usual with the usual independent, the normal inde- 
pendent miner. 

The Cuarrman. In some cases they have an agency called the sam- 
pling works, and the ore is shipped there. These test the ore and figure 
the value of it and buy the ore from the miner at the price that they 
determine the worth as a result of taking an analysis of the shipments. 

Mr. Romney. That is quite true. 

The CuHarrmMan. Sometimes they make a a on that because they 
usually do not pay as much as the ore is really worth? 

Mr. Romney. They are in business, and they are only in business 
because they can make a profit. The practice of sampling works buy- 
ing ore is almost completely gone, Senator. There is one, I believe, 
operating still in Salt Lake City. Their principal function is simply 
to sample the ore under a fixed charge per ton of ore. 

In other words, the shipper feels that he would rather take that 
assay than what he can get at the smelter. That is a long discussion, 
but you are correct in that having occurred. 

Mr. Repwine. Mr. Romney, in effect what you are saying is that 
this proposal could present difficult problems, as to whether the mine 
producer gets the subsidy, or the smelter gets the subsidy or who gets 
it. Am I correct in that 

Mr. Romney. What we visualize is that there will be a great com- 
plexity in the regulations, and that those regulations are going to 
effect, in their very nature, everything that is involved in the mining 
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and marketing of ore. Until we see those and can determine them, 
then we are not going to know who is going to be effected and how. I 
think Senator Bible’s comment this morning was particularly apt 
when he said that we are getting a lot of very interesting academic 
discussions. 

It relates back to the fact that we are more or less almost like Don 
Quixote fighting windmills on what the effects are going to be, because 
we do not know what the premises are for making assumptions. 

The Carman. Yes. 

Mr. Romney. We anticipate that such effects will prove highly 
varied and complex. The proposed legislation has been promised in 
about a week’s time. 

While the Seaton subsidy proposal evidences concern that the domes- 
tic copper industry be preserved in the national interest, to seek to do 
so by means of subsidies, even for a temporary period, does not seem 
appropriate. 

In addition, because of its far-reaching effects, the proposal could 
serve to increase the difficulties of our friends abroad far more than 
would be the enactment of the pending, industry proposed, import tax 
legislation. 

Senator Dworsnak. Would you clarify that, and tell us how it may 
complicate our friends abroad interested in the production of copper ? 

Mr. Romney. I think Mr. Schwab put his finger on it thts morning 
directly, in stating that with this subsidy existed price for the domestic 
miner + is able to sell copper at any price that he wishes or for which 
he has a bonafide emergency. If someone evidences some sales resist- 
ance, there is no incentive for him to hold it up to what he considers or 
what normally would be considered a fair price. 

He can say, “Well, if you can get it someplace else for this figure, I 
will give it to you for a cent lower, if you will buy from me for the 
next 6 months.’ 

The whole psychology would be to create an atmosphere to drop 

rices. 
: Senator DworsHax. By eliminating the competitive prices? 

Mr. Romney. You can drive prices down so low that there would 
be no incentive to ship copper into this market. At the present, there 
is a differential in favor of the foreigner in this market. ‘That is the 
reason our stocks are piling up, because the consumer, particularly 
on the seaboard, is acquiring copper at a cent and a half or so less 
than our producers feel they are able to sell it. 

So we are building up stocks and they have the market. This 
situation would reverse that, and could reverse it very drastically, 
down to a point where the questions would be very highly on the 
foreign producer. So when I say that it could create effects more 
serious for them than a reasonable import duty, it is again a supposi- 
tion as to what this would do. But the mechanics for doing that 
are built into this proposal. 

Senator Dworsuaxk. Thank you. 

Mr. Romney. 1. Subsidies are generally undesirable: (a) Sub- 
sidies impose the burden of supporting the industry in question on all 
who pay taxes to the Federal Government; (6) once instituted, a 
subsidy program can be expected to lead to more and more govern- 
mental interference with and control over the industry; and (c) grant- 
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ing a subsidy to one industry or commodity makes it increasingly 
difficult to resist pressure from other industries for similar treatment. 

2. The subsidy proposal could serve to create greater difficulties 
for foreign copper producers than would the pending industry import 
tax legislation as follows: 

(a) So long as domestic demand for newly mined copper does not 
exceed 1 million tons annually, the subsidy proposal could result in 
the complete exclusion of all imports of foreign copper because the 
1 million tons of domestic production to which the guaranteed price 
would be applicable could, and most probably would, be sold at such 
price as might be necessary to undersell foreign copper. 

(6) The price at which foreign copper could be sold, whether in the 
United States or abroad, would probably be further depressed. The 
subsidizing of United States copper, thereby encouraging its produc- 
tion regardless of market demand, together with the reduction in the 
amount of foreign copper which could be sold in the United States 
market as referred to in (a) above, would probably result in weaker 
market prices both in the United States and abroad. 

3. The proposed subsidies could be extremely costly to United States 
taxpayers. For the reasons indicated above, a substantial differential 
could easily develop between the “stabilization” price and the domestic 
market price. 

In the case of copper alone, a differential of only 5 cents per pound; 
that is, between the market price and the stabilization price, would 
cost the taxpayers $100 million annually. I would say that for every 
1 cent change, it means $5 million annually. 

On the average, E. & M. J. price for the week of April 17-23—23.87 
cents—the cost of stabilization would be $72,600,000 per year. 

4. On the one hand, it is vitally necessary to preserve the domestic 
copper mining industry, and on the other, our friends abroad should 
not be prevented from competing on a fair and equitable basis. 

It is doubtful whether the proposed subsidy plan, which ignores the 
principles of supply and demand, would achieve either of these ob- 
jectives. 

5. With the Government guaranteeing a minimum price under the 
subsidy proposal, it would appear to be quite likely that the domestic 
market price would remain well below the Government minimum 
price, particularly as long as the present low level of domestic con- 
sumption continues. 

It is likely that foreign prices would also be depressed in the process 
of import and export business dealing with copper and its products 
and because of the abundance of metal available to the foreign market. 

Domestic producers being assured of a minimum Government price 
for the quota that is allotted to them, will have less incentive to main- 
tain a stable quotation if consumers show any buying resistance. The 
stabilization plan can, therefore, have the effect of bringing about 
lower domestic prices and lower foreign prices. 

6. The subsidy proposal seems tailor made to reward low-cost do- 
mestic producers but it is inadequate to help the higher-cost mines 
where help is desperately needed. 

Mr. Roy H. Glover, as president of the Anaconda Co. in 1957, stated 
that about 25 percent of the domestically produced copper was margi- 
nal at a price of 29 cents per pound. In 1957 the GSA purchased 
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42,561 tons of copper from domestic mines at prices averaging 29.8 
cents, or 2.3 cents per pound more than the 27.5 cents stabilization 
price. 

It is doubtful that such a plan would put many of our unemployed 
miners back to work. 

I would like to comment there for just a moment. The GSA nego- 
tiated most of those contracts a number of years ago on prices of 24 
and 25 cents, but in each one of those contracts, or in most of those 
contracts, let me say, escalator provisions were inserted to provide for 
upward adjustment of that price, based on cost experience. 

I simply submit that if we are here considering a proposed 5-year 
plan, and if we should all agree that 27.5 cents is a fair co today, 
what assurance have we that 27.5 cents is any good so far as next 
year or the year following, or is adequate, I should say ? 

In other words, it makes no compensation for the threat of inflation. 
If we do look further at these proposals, that is certainly one point we 
would wish to point out. 

The amount of copper salable depends upon consumer demand. In 
February of this year the domestic consumption of “refined” copper 
was 92,000 tons, representing an annual rate of 1,199,400 tons of 


copper. 

Tronanstin mine production for the same period was at an annual 
rate of 1,083,000 tons. As stocks of refined metal at the end of March 
1958, were reported by the Copper Institute at 238,000 tons, it is ob- 
vious that mine production and available stocks are adequate to meet 
domestic demand. 

Mr. C. D. Michaelson, general manager of Western Mining division 
of Kennecott Copper Corp., is quoted in the April 30 issue of the 
Salt Lake Tribune as stating that— 
giving Kennecott 214 cents a pound for every pound of copper it sells to fabrica. 
tors at 25 cents a pound isn’t going to increase employment at our mines. 

The proposed plan overlooks the problem of liquidating the exist- 
ing heavy domestic stocks of metal in the hands of producers, in 
volume practically double the 120,600 tons of refined metal stocks at 
the end of 1956. 

7. The subsidy costs could run as high as $2 million or more an- 
nually. The permanency of such a plan would depend on annually 
appropriated funds. Many factors involved in appraising and pro- 
viding such funds are subject to change and the industry can only 
look with trepidation on the continuity of such appropriations. 

In contrast with this, it is believed that the enactment of the pro- 
posed import tax legislation with its automatic on-off provisions 
would give needed assistance to the domestic copper mining indus- 
try, keep to a minimum any interference with foreign trade, and 
would be a benefit, rather than a charge, to the Public Treasury. 

That concludes my prepared statement, Mr. Chairman. 

The Cuarrman. Are there any questions ? 

Senator Dworsnaxk. Yes, Mr. Chairman. 

Mr. Romney, you heard the discussion this morning during the 
testimony given in behalf of the lead-zinc mining industry. You un- 

doubtedly heard what I said regarding the necessity of giving some 
consideration to imposing import quotas on shipments of lead and 
zinc into this country. 
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Do you think import quotas are in any way essential to stabilizing 
our copper industry ? 

Or do you think we have to have some controls over these imports 
of copper into this country ? 

Mr. Romney. Senator, I feel that the industry has expressed it- 
self in relation to the latter part of your question, that they do need 
import controls. So far I have not heard discussion in the industry 
on the matter of quotas. I believe that that relates to the fact, Sen- 
ator, that copper has been, up until the last short while, either at a 
balance or at a point of short: age. I believe that the industry feels 
that a reasonable tariff differential, representing essentially the dif- 
ference in general costs between domestic and foreign areas, would, 
coupled with the law of supply and demand, enable them to meet 
that competition and control imports. ‘That is about all I could say. 

Senator Dworsuak. I was going to ask you for your comments on 
this development. We know that there has been more effective con- 
trol than the curtailment of excessive production in the copper indus- 
try, and presumably that results from the fact that many of the large 
American producers of copper have material production abroad and 
it is easier for them to control that output both at home and abroad 
than it is in lead and zinc mining where American concerns do not 
have the same domination of the production of lead and zinc abroad. 

Mr. Romney. That is true. It fits the Western Hemisphere par- 
ticularly. We do not have much ownership control in the African 
area, I understand, but particularly in the Western Hemisphere that 
is quite true. 

Senator Dworsuak. American concerns do have a most effectual 
control, you might say, over the output of copper in South American 
countries. 

Mr. Romney. As far as the governments of those countries will let 
them go. They have had a little difficulty along that line in getting 
the government to permit them to do some of ‘the things that they 
would like to do. 

Senator Dworsnak. Because of the basic value of mining in those 
countries. 

Mr. Romney. That is right, with a very strong control of trade 
and business within the country. 

Senator Dworsnak. That is directly related to the economy of 
those countries, too, to the general prosperity. 

Mr. Romney. That is correct. 

Senator Dworsuax. Then you believe the question of import quotas 
isn’t the same as regards copper as it is with lead and zine. 

Mr. Romney. It certainly does not bear the same weighting and 
the industry itself has not felt it necessary to discuss it or urge it. 

I say by interpolation from that, that they feel that the duty sug- 
gested would afford the controls that are necessary. 

Senator Dworsnak. It is true that there have been voluntary cuts 
in the production of copper in both this country and in some foreign 
countries to make the production of copper more in line with current 
demands ¢ 

Mr. Romney. That is true. The cuts have been heavier in this 
country than others, but that is true. 

Senator Dworsuax. There have been cuts in foreign production 
also? 








548 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


Mr. Romney. There have been cuts in foreign production, yes. 

Senator Dworsuax. And showing a tendency to stabilize the cop- 
per mining industry and to prevent greater depression of prices ? 
Mr. Romney. That is true. It has not gone nearly far enough, 
Senator. 

Senator Dworsnax. But it has already had a salutary effect ? 

Mr. Romney. It is hard to measure the effect. Those things are 
delayed by a number of months. Kennecott has reduced or laid off 
along about the first of the year. That stuff is just now coming into 
the market. They are making another drastic reduction just ‘about 
concurrently with our being here, and those effects will not be felt 
for another 2 or 3 months, so far as the market supply is concerned. 

Senator Dworsi Ak. I am somewhat impressed by your statement 
on page 6, “It is doubtful that such a plan would put many of our 
miners back to work.” 

What is the significance of that, insofar as the Seaton plan is con- 
cerned? You were referring to the Seaton plan, I believe. 

Mr. Romney. It relates basically to the fact that in copper we are 
producing now at the rate of about 1 million tons. This cut that 
Kennecott has made, if you calculated that against our current rate 
of production—as I ‘stated on page 6 our current rate of production 
is about 1,083,000 tons—this recent cut of theirs would bring the esti- 
mated rate down to almost exactly a million tons. 

If the million tons is going to be the figure, then there is no possi- 
bility for expansion. The other thing is ‘that copper, probably more 
truly than lead and zine, is sensitive to the current economic situ: ition, 
because they have not built up the big accrual of stocks. 

Their stocks are serious but they are not serious to the extent that 
they are in lead and zinc. An upturn in business could begin to 
absorb those. 

Senator DworsHix. What is the normal consumption annually of 
copper in this country ? 

Mr. Romney. Around 1,400,000 tons, roughly in that figure. It is 
just that we are right now about at the range of the proposal here. I 
would like to make one more comment. ‘That is that you can produce 
from most any mine substantially more with a slight addition of help. 
You are not prolonging the life. You are shortening the life of re- 
serves by taking that policy. I would just like to cite one example. 
Through this period of trouble that we have had, during the period 
we had 13.5-cent zinc and 16-cent lead, a certain mine in Park City, 
Utah, lost a few thousand dollars in that year. They were spendin 
some money in exploration and development, substantially Sopteilt 
their present operating scale. 

This last year they broke even on their books. Prices for a good 
share of the year were at 13-cent lead and 10-cent zinc. 

How did they do it? They eliminated every man that was not 
right on the job of mining ore. You say “W ell, it is fantastic that 
at 16-cent lead and 13.5-cent zine they lost some money, but at 13-cent 
lead and 10-cent zinc they broke even.’ 

They simply did it at the expense of their ore reserves. They laid 
off men. They cut off every bit of work that was not vitally neces- 
sary to production. 

They were conducting a fire sale, so far as their mine is concerned, 
because they were doing nothing but mining out reserves. 
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If they had attempted to develop and explore for new ore bodies 
during that period, they would probably have lost 4 or 5 cents a pound 
for every pound they mined. 

Excuse me for so long an explanation, sir. 

The Cuarrman. That is all right. Are there any other questions? 

Senator Allott? 

Senator Bible? 

Senator Brste. I am sorry I came in late, Mr. Chairman. I have 
no questions of Mr. Romney. I understood from an earlier conversa- 
tion with him, that he will return after we have the full plan before 
us. 

Is that correct? 


Mr. Romney. Yes. 

Senator Brste. Thank you very much. I am sure you will be help- 
ful to us. I am sorry I did not get to hear all of your statement. 

The CuHarrman. Have you any questions, Senator Watkins? 

Senator Warkins. No, Mr. Chairman, I have no questions. 

The Cuatrman. Thank you very much, Mr. Romney. 

We will be glad to see you back when they work out their program. 

The next witness will be Mr. Frank P. Knight. 


STATEMENT OF FRANK P. KNIGHT, DIRECTOR, DEPARTMENT 
OF MINERAL RESOURCES, COPPER TARIFF BOARD, STATE OF 


ARIZONA 


The CuHarrMan. You may proceed. 

Mr. Knicut. I am Frank P. Knight, director of the Arizona De- 
partment of Mineral Resources, associated with the Arizona Copper 
Tariff Board, and long an active member of the Arizona Small Mine 
Operators Association. Arizona’s reaction to Secretary Seaton’s sub- 
proposal for copper, lead, zine, fluorspar, and tungsten is that it 
is uncertain, inadequate, and a result of expediency rather than of 
long study of the problems connected with a long-range minerals 
program. 

Tungsten producers are the least excited, having fresh in mind the 
failure of appropriations for continued purchases under Public Law 
733. Producers of other minerals and metals felt the same, or very 
much so, and all agree that prices are inadequate for the level of 
activity and development consistent with that required for national 
security and economic welfare. 

Prior to the receipt of details of the program, it is difficult, as others 
have commented, to discuss the matter, except in generalities. The 
difficulty of control is obvious. The adverse effect on foreign produc- 
tion has been brought forward, and I think particularly in the case 
of copper the foreign producers might and echabie would lose a good 
part of the domestic market. 

Senator Bratz. Would you elaborate on that point, Mr. Knight? 
That is a thing [ have constant difficulty in bringing in focus. 

Mr. Knigut. As I understand the proposal, it would guarantee a 
subsidy price for 1 million tons of copper per year. 

Senator Bretx. Correct. And roughly we are producing that now, 
that is correct, is it not, in domestic production ? 

Mr. Knieur. That is correct, sir. 
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Senator Brste. How does putting this into effect adversely affect 
the foreign producer, either pricewise or tonnagewise 4 

Mr. Knicur. Well, of course, you have to insert the provision that 
the domestic producers can produce at the price set and supply the 
market. 

But if they can’t, there is nothing to prevent them from cutting 
prices to secure that production and take over the market, because 
they are permitted to set prices low enough to do it and the Govern- 
ment would pick up the check. 

Senator Bree. Is it not also true that the domestic copper produc- 
ers today, at a price of 25 cents, are producing the equivalent of 1 mil- 
lion tons of copper per year? Has there been testimony to that effect? 

Mr. Kwicur. Yes. I think for March it was a little under that. 
But that is approximately true; yes, sir. 

Senator Brste. In other words, if the domestic copper producer 
continues at the present level and the price remains at 25 cents, is it 
reasonble to assume that at the end of the year they will have pro- 
duced domestically 1 million tons of copper, if it holds to the first 
3 or 4 months’ level ? 

Mr. Knicur. Yes, but I think you will find that the secondary cop- 
per in the country is taking up the remainder for consumption rather 
than imports. I do not think there is very much market in this coun- 
try right now, as far as that goes, for foreign copper. 

Senator Brste. By secondary copper, do you mean the scrap? 

Mr. Knienr. Yes. 

Senator Brsire. Thank you. I just wanted your thinking on it. 
Thank you very much. I did not mean to interrupt your presentation. 

Mr. Knieut. The basic premise is that the domestic producers, if 
they can produce at the set price, would be enabled to reduce their 
price to take the market up to 1 million tons. 

Senator Warxkins. That would have the effect, would it not, of pro- 
tecting them, protecting them very much the same as a protective tar- 
iff would, as a matter of fact, because they could compete, then, and 
it would place them on a competitive basis with the other people ? 

Mr. Knieur. Protect the domestic producer, yes, providing they 
can produce at that price. 

Senator Watkins. Some of them certainly can produce at that price, 
ean they not ? 

Mr. Knieur. Certainly. 

Senator Warxins. What percentage of them can produce at that 
price? I would like to know, if it is possible to know, just how many 
people are going to be affected by a price under thirty-some-odd cents 
that was mentioned here this morning. 

Mr. Knicur. Testimony was submitted on March 26 by Mr. A. B. 
Parson, and in that testimony was a tabulation and charts which set 
forth the comparative productive-capacity costs for domestic pro- 


ducers in three groups. The low group was approximately 20 per- 
cent. 


Senator WaTkins. Whocan produce at low cost ? 
Mr. Knieut. At less than 17 cents per pound. 
Senator Warxrins. Where are those miners principally located ? 


Mr. Knieur. It is generally known, I guess, that they are in Utah, 
in your State. 
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Senator Attorr. In other words, the mines in Utah, or some of them, 
could produce copper at less than 17 cents? 

Mr. Knicur. That is correct. That is Mr. Parsons’ testimony. 

Senator Warkins. Is that Mr. Parsons from Salt Lake City ? 

Mr. Knicur. That is Mr. A. B. Parsons, former secretary of the 
American Institute of Mining and Metallurgical Engineers. 

Senator Warxins. We have a lawyer by the name of Parsons, who, 
I think, represents one of the copper companies. 

I was wondering if he was the one who was testifying. 

Mr. Knicur. The second group was from 17 to 25 cents, and I 
believe there were 500,000 tons, and I am subject to correction on 
these figures, which could be produced between those prices, and 
450,000 tons would have a cost of above 25 cents. That is approxi- 
mately one-third of the tabulated productive capacity. 

Senator Warxrns. You have given three groups up to now. 

Mr. Knicur. That is right, and there are just three. 

Senator Warxins. They are all under 25 cents? 

Mr. Knicut. No. One-third is above 25 cents; 450,000 tons, or one- 
third of the total productive capacity. 

Senator Watkins. How much above 25 are they ? 

Mr. Knieut. That, I cannot answer. Mr. Romney just testified as 
to Mr. Glover’s statement, which said that approximately 25 percent 
would be, marginally, 29 cents. He also cited the case of the GSA 
production, which amounts to a total of 250,000 tons productive ca- 
pacity, part of which was purchased by GSA last year. That is, 
some DMPA copper was purchased last year at a price of 30 cents. 

Senator Warkins. Pricewise, would you think a national policy 
ought to be adopted to take care of the high-cost people as well as 
the low-cost and the average-cost people ? 

Mr. Knicut. Bear in mind, Senator, that, in speaking of -these fig- 
ures, production at a cost of 17 and 25 cents, you are talking of cost 
without profit, or without allowance for capital expenditures for 
maintenance of plant and equipment. 

Senator Warxins. I realize that is the cost, the labor cost, and all 
the other costs properly chargeable, as if you were making up an 
income-tax return. 

Mr. Knicurt. Yes; that 450,000 tons above 25 cents.is, certainly, a 
substantial proportion of the industry. It would involve terrific 
hardship to a number of sections of the country if it was wiped out. 

Senator Warxins. Do you know how many employees would be 
affected by the 450,000-ton group ? 

Mr. Knieut. I would say shies 15,000 men, or, possibly, a little 
better. I believe there is a total of about 50,000 employed in the 
industry, and one-third of them would be a little better than 15,000. 
Maybe 16,000. 

Senator Watkins. As I recall, there was testimony this morning 
that we would have to have better than 30 cents to take care of all 
of the copper producers so that they could operate at a profit. 

Mr. Knieur. That is correct. The Arizona Department of M:n- 
eral Resources made a study about a year ago of the proper peril 
point for today’s condition. They took the 24-cent peril-point figure 
established in April 1951, at the time of the suspension of the copper 
tariff, as a basic premise that had beeen passed by the Congress, and, 
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after due study by industry and Government. The Department then 
proceeded to calculate estimated costs from 1951 to 1957. That esti- 
mated cost was 3314 percent, and that applied to a 24-cent peril- 
point, brought a peril-point figure of 32 cents. Industry set the 
peril-point request in their tariff bill at 30 cents, which, we felt, was 
a reasonable figure. 

Senator Warkrns. You may proceed. Those are all of the ques- 
tions I have for the moment. 

Mr. Knicur. Well, the results of that study, by the way, were 
submitted also in Mr. Parsons’ testimony. I would like to say a little 
bit about lead-zine. Most of the Arizona producers are in the hands 
of the emergency lead-zinc committee. In other words, they repre- 
sent most of the Arizona producers. We feel that their situation 
was very well taken care of in Mr. Schwab’s testimony this morning, 
which I would like to endorse. Arizona, at present, produces very 
little fluorspar. It could not do so at the Government-supported 
price of $53, and it would not be expected to produce much at the 
#48 price set in Mr. Seaton’s program. 

The tungsten picture is much the same. Tungsten mines in Ari- 
zona are closed, but it is quite certain that $36 per short-ton unit 
would bring out no tungsten in Arizona. The largest mine had an 
actual cost of $42 per unit, without profit, and some of that was due 
to circumstances which would be no longer in existence, so they do 
not feel that they could produce at a cost of less than $45. The lack 
of consideration for some of the other minerals is noticed, and Ari- 
zona is concerned with those. 

I think this is about all of the commenting I wish to make, until 
further items are forthcoming. 

Senator Watkins. What other minerals do you have? 

Mr. Knient. Manganese in particular. Manganese activities have 
increased to quite an extent. 

The Cuarrman. Copper is your chief mineral ? 

Mr. Knicur. Yes. 

Senator Bratz. What percentage of the domestic copper does Ari- 
zona produce ? 

Mr. Knicur. At least 50 percent. 

Senator Brste. Fifty percent of the total domestic production ? 

Mr. Knienrt. Yes; about 50 percent of the million tons is in Ari- 
zona, or a little over that. 

Senator Brute. I wish to ask this question, for information. If the 
stabilization program became law, and the price is 27.5 cents, would 
that create new employment in’ the Arizona copper companies? 
Would they be able to employ additional men in the copper mines? 

Mr. Knicur. That is a particularly difficult question for me to an- 
swer. It depends on a great many things. 

Senator Bratz. An effective program, if it was passed and became 
effective. 

May I say this, Mr. Chairman, in fairness to Secretary Seaton, I 
think it was his opinion that it was difficult to determine whether or 
not the stabilization price would create new employment in these var- 
ious mineral areas, but that, at least, it was his feeling, and that was 
the reason he was suggesting this plan, that it would firm up the 
present price and would prevent any further cutbacks in the various 
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mineral productions. I think that would be a fair statement of his 
feeling as to the stabilization plan. 

Mr. Knicut. There is no question but what any increase in price 
helps the mines of the country carry through a difficult period. There 
is no doubt about that. 

Senator Brste. At least it would do that. 

Mr. Knicut. But as to how long they would continue to deplete 
their ore reserves, with no return, and what their course would be, 
that is a pretty hard thing to answer. 

Senator Brste. I realize it is difficult to answer. 

Senator Warxkrns. It would permit at least two-thirds of the mines 
to operate at a profit at 27.5 cents; would it not? 

Mr. Knienr. I doubt that it would be a profit that would attract 
the two-thirds into it. I do not believe it would be. As a noncontin- 
ued program, I do not believe it would interest them, no. One thing 
I might mention here is that in the copper industry of this country we 
are dealing with ores that have less than 1 percent of copper. It is 
about 0.78 percent of recoverable copper. It is.roughly 15 pounds 
per ton. 

The Cuarrman. I was going to mention that a moment ago. Is it 
not a fact that practically all of the rich ore bodies of copper have 
disappeared in this country ? 

Mr. Kniaur. Yes. 

The Cuatrman. In Butte, when I first went up there, we had cop- 
per that went 70 percent copper. Copper glass they called it. 

Mines back in those days, during the depression, could keep on 
operating because they had these rich ore bodies. 

Mr. Knicur. As contrasted to that you have African copper at 
31% percent, and Chile at 2 percent. It is a terrific difference. Per- 
haps not directly applicable to this subject, but these miners in this 
country, you cannot expect them to wear their equipment out, and 
deplete their ore reserves at no return to carry through. 

Senator Brste. What is your suggested solution as to the dilemma 
in which you find yourself ¢ 

Mr. Knicur. Import control with the 4-cent tax and a peril point 
of 30 cents. By 1961 it is estimated there will be 1 million tons ex- 
cess foreign capacity hanging over the market. 

Senator DworsHak. What year was that? 

Mr. Knigur. 1961. 

Senator Dworsuax. Even though we would have experienced a 
sizable recovery of business activity? You still anticipate you will 
have that amount ? 

Mr. Knicur. That is the projected estimate. 

Senator Warkins. There is no increase in the United States, but 
all of that comes from somewhere else. 

Mr. Knicur. That is right. The estimates for domestic production 
and consumption are very nearly the same. 

Senator Warxins. The world price must be attractive to these pro- 
ducers outside of the United States. 

Mr. Knicur. Well, they are still going to have that 1 million tons 
of excess capacity, Senator. 

Senator Warxrns. They will have it, but they are going ahead 
building knowing it will be excess; are they not? 
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Mr. Knieur. The increased consumption is remarkable, yes, in- 
deed, and there have been allowances made for that. 

But the projected increases in capacities in foreign countries is 
estimated to be such as to exceed foreign consumption by 1 million 
tons in 1961. 

Senator Warxtns. That would indicate they had a lot of confi- 
dence in the market, in view of the fact that copper now is at a low 
price, to go ahead and still increase that capacity to produce which 
would make it still lower unless consumption increases very rapidly, 

How much of that capacity is being developed by the United States 
companies operating outside of the United States ? 

Mr. Kniaur. I cannot give you figures on that. There are large 
developments that are being undertaken by domestic corporations 
in the United States, notably in Peru. 

Senator Watkins. Do corporations operating in the State of Ari- 
zona have any foreign operations? 

Mr. Knicur. One of them is connected with a major expansion in 
South America, yes. It is not now producing. 

Senator Warkins. The major operation outside the United States 
is not now producing ¢ 

Mr. Knicur. That is correct. Another large Arizona producer is 
connected with a large South American operation that is producing. 

Senator Watkins. Do you know whether or not then any of that 
production by domestic corporations is being brought into the United 
States market? 

Mr. Knicur. At the present time, I do not think so, but I cannot 
answer the question definitely. 

Senator Watkins. I was advised by one company that their opera- 
tions outside of the United States—that is, the product of their opera- 
tions—is brought to Atlantic coast points where it is refined and 
shipped overseas, but none of it goes on the American market. I won- 
dered if the same policy was pursued by these other companies which 
have overseas production. It would be interesting to know whether or 
not they are using cheap labor there to compete with American labor. 

Kennecott insists that they are not, as far as they are concerned. I 
wondered what the other companies would have have to say about that. 

Mr. Knient. I cannot answer that question. 

Senator Dworsuak. Mr. Knight, with the lower cost of production 
and richer deposits in South America and elsewhere abroad, is it not 
inevitable that our domestic copper industry will face increasingly 
difficult problems in meeting this competition. 

Mr. Knieut. It is very difficult to see how it can fail to do so. 

Senator Warxkrns. You can see what it will do if you give a fixed 

rice of 32 cents for an outfit that can produce at 17 or 25 cents. If it 
is 25 cents for two-thirds of the industry, it would give them an immense 
profit, would it not, in order to take care of the one-third that has to 
have it up that high in order to produce. 

What will we do with a situation like that? What does the industry 
have to recommend? Do you speak for industry, or are you speaking 
in your State capacity ? 

As I understand it, you are a member of the State administration of 
Arizona. 

Mr. Knicur. I am a member of the State department of Arizona; 
yes. 
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Senator Warxrins. What is your thinking on that? Personally, I 
would appreciate your opinion. 

Mr. Knieur. We think that the only answer is really important 
control. There are only two ways to accomplish it. 

Senator WaTkKINs. T hat would dothesamething. But in any event, 
in order to permit the one-third that operates at a higher level to 
operate, you would have to have tariffs and quotas high enough to make 
a profit for them, and that would also permit the other people to 
operate at a very high profit. 

Mr. Knicut. I think we are talking about profits higher than actual. 
It is impossible to refute your argument that the low-cost producers 
will make a profit at a price that will keep the higher cost operations 
alive, yes. It is felt that the one-third of high-cost operation is worth 
while keeping alive. 

Senator Warxins. I wonder if there is any way to keep them alive 
without contributing so heavily to some of those who do not need it. 

Senator Brste. What would your answer be if you set a peril point at 
97.5 cents and had a 4-cent import tax on it? Would that be a step in 
the right direction in solving this problem ? 

Mr. Knicur. I would think so. 

Senator Bisiz. The stabilization price as suggested by the secretary 
is 27.5 cents. 

Mr. Knienr. I think we would be happy with a 4-cent tariff without 
any peril point. 

Senator Watkins. Where would that put copper? Suppose you 
put on a 4-cent tariff today. Where would that put it 

Mr. Knienr. That isa difficult question. I have no previous figures 
that I can recall to mind that would give me the answer to that ques- 
tion, Senator. 

Senator Watkins. Do you know what is the present price of 
copper / 

Mr. Knicutr. Twenty five from the large producers. 

Senator Warkins. You put 4 cents on and that would make it 29 
cents. That is providing the tariff actually brought up the price. 

Mr. Knicur. That is it. 

Senator Watkins. But it does not do that always. I have been 
advised by the Department that the figures they have here are better 
than anything except an extraordinarily high tariff, that it would 
actually yield more returns to the producers under this subsidy pro- 
gram than the tariff would. 

The only thing that would really put the industry, lead, zinc, and 
copper, in a more prosperous condition would be the quota system 
that the Tariff Commission has recommended, and they think that 

that would simply boost the price of lead and zinc to the point that 
they would price themselves right out of the market, because other 
materials would take over the market. 

No matter which way we go, we seem to be in trouble. We found 
in many other activities that people who have the high cost usually 
have to take their chances whether they stay in production or don’t 
stay in production, if they are able to compete with other people. 

Necessarily we do not go in and try to level everything out and 
make it so that the least efficient, highest cost, can actually make a 
profit. 
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That is, not by legislative edict or program of any type. I think 
we need that extra production all right, but we face a dilemma of 
making some of them very prosperous just to keep others in a going 
condition. 

Mr. Knicur. I think I have not made clear that when you speak 
of the 25-cent figure, above which there is only one-third of the 
production involved, that is the high-cost segment that we are talking 
about figures that are actually cost, that include no anos and no 
provision for maintenance of mines and development of mines 

That must goon. They must continue development. 

Senator WATKINS. Nearly all of the figures I have seen on mine 
operations include something for development. As I understand 
the figures they submitted to ‘the Tariff Commission and others cer- 
tainly must have included a cost for development so they could stay 
in business. I would think they would certainly be derelict in their 
duty and very negligent if they had not included those costs of an 
operation, because it seems to me if you stay in business you have to 
have your development work done, and these other things you talked 
about, as part of your costs. 

So it must be in that 25 cents, that group, those costs that I am ts alk- 
ing about, the ones you just mentioned, must be in there. 

That is the actual cost of running a copper mine. 

Mr. Kynieur. I feel very sure that there is no profit in them and 
that there is no provision for maintenance of properties, equipment, 


and development other than normal development which we do to pro-. 


duce ore. 

Senator Watkins. Well, of course, not to go out and hunt new 
mines, or something of that kind, but probably development of the 
same properties. If we want to sustain production over the years, 
there must be some incentive either in the profits they make or other- 
wise to get that new development, and new searching for ores in other 
areas. But many times on the mining property that is being mined, 
they have development programs to block out more and more mines, 
to try to keep ahead. 

That may also include going to other areas to get ores to replace 
those which they are mining. “I can understand that. But I would 
assume that any figures they submitted to the Tariff Commission 
must necessarily include the cost of keeping them going, keeping the 
development program going so they could stay in business. 

They are probably here. Mr. Romney can answer that. 

Senator Bree. I believe he just stepped out. 

Senator Warxrns. Mr. Schwab, you certainly included some de- 
velopment in the costs you submitted to the Tariff Commission, didn’t 
you ¢ 

Mr. Scuwas. That is how we arrived at the 17 cents, Senator, and 
the 14.5 cents; yes, sir. 

Mr. Knicut. C opper is a little different situation, with their open- 
pit mines, it is not the normal development work involved in lead- 
zinc. They are faced with pretty much outlined ore bodies, and pretty 
well established reserves. 

As you call it exploration, perhaps I should have named it ex- 
ploration. But they must carry on. One of the large producers, 
along that, a long-continuing producer in Arizona, has “been 2c tively 
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searching for ore reserves to continue production for a number of 
years now, and they haven’t found anything to assure them conti- 
nuity. Others, no doubt, are in the same position. 

If it is not intended to continue that search, they can, of course, 
take out their ore bodies at a low figure, make some profit and retire. 

But that does not continue an active mining industry. 

Senator Watkins. No, that will not continue an active mining 
industry. But, of course, if there is not any more to be found, that 
is another matter. 

Mr. Knicnr. I don’t think there is any question about more to be 
found. In one area of Arizona, they have found a great deal, and 
there have been other findings in Arizona which we think are going to 
be important. I do not think there is a question of have-not at all. 

Senator Warkins. Then they would have to start over with an 
original investment again on a new mine. 

They would have to cash in on the one they made in the first place 
and start over with a new one. Here is a situation where we are 
trying to keep an industry afloat and put a floor under prices so 
they can keep going. 

It is more or less an emergency situation that we are trying to take 
care of. At other times they have made pretty good money. They 
have been making money mining these ores. The ores otherwise cer- 
tainly would not have been mined out. 

They have produced a lot of them. There have been a good many 
fortunes made in mining. 

Mr. Knicur. It is offered, Senator, as a 5-year plan, not as an emer- 
gency as to that exactly. 

Senator Warktns. That, I think, was an emergency, yes. It at 
Jeast goes as long as the reciprocal trade program they are talking 
about entering into. 

Senator Brste. May I ask one question, Mr. Chairman, and then 
I must leave. 

In the event that Congress and the executive branch would be 
unsuccessful in getting together on a bill to provide some type of 
tariff relief similar to that outlined by yourself, with a 30-cent peril 
point and a 4-cent import duty, and we were unsuccessful in that 
direction, we could get no tariff or import quota relief, would you 
favor this type of a stabilization program ¢ 

Mr. Knicur. I would not like it, but I do not think anybody would 
refuse any help if they could get nothing else but that. 

Senator Brete. Thank you. 

The Cuamman. Some of them claim they would not be able to 
operate under it, do they not ? 

Mr. Kniaur. Yes, indeed. 

Senator Bratz. Thank you, Mr. Knight. 

Senator Warxins. I have no further questions, Mr. Chairman. I 
am trying to see if I can get through my head some of the reasons 
back of the stand of the mining people. I think I know most of 
them. I am trying to see if they know how we can justify a program, 
not just one on the ordinary law of supply and demand, but a program 
that will not give an opportunity for extraordinary profits to some 
groups in order to protect some people who don’t make too much. 
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When I go out to buy a farm, if I buy a good farm, it will produce, | 
and I have to pay a good price. If I pick up another farm that will 
not produce, I should not expect it to produce at all. But I do not 8 ’ 
know whether I should expect someone to come along and make it 


possible for me to operate that apparently unproductive piece of | * 
land that I did not expect to make a profit out of. . th 
I know a number of properties where the ore values are not suf- © 
ficiently high to develop. I guess there are thousands of abandoned | gx 
mines all over the western parts of the United States, where the ore |g 
bodies pinched out to the point where they are low-quality ores. low- § 
grade ores, and they should not operate. . ae 
Should we by legislation, try to go ahead and put those in operation? p 
Mr. Knieur. A lot of them are being left right now. . 
Senator Watkins. That is right. When we have a war, and we r 
have high prices, copper at 46 cents, they all go out and try to buv | 
all the mines they can. ¢ 
Even low-grade ores and expensive operations could pay out at 
: 


46 cents, [imagine. That is what copper was not long ago. 

Senator Bratz. They produced a fot at that price. 

Mr. Knicur. That price brings it out, but it takes time to get it out. 

Senator Warxins. I want to see the mining industry operated, and 
T hope that on some of these tougher problems you mean have some 
kind of a suggestion where we can do almost the impossible. 

The Cuarrman. Yes. Ye do not want to see you throw up your 
hands merely because you have a difficult problem. Out in Montana, 
where the big mines there went down about three or four hundred 
feet, they threw up their hands and thought they were ruined, be- 
cause they ran out of gold and silver and were coming into copper. 
They did not know what the copper meant. They had to ship the first 
shipments all the way from Butte, Mont., to Swansen, Wales, for 
treatment, before they were able to figure out what to do with it. 

We do not want to see the mining industry of this country feel 
lost and placed in a position of closing down. We are willing to hel 
in every way we possibly can to work out a formula under whic 
they can continue to produce. 

With the low-grade ores that they have to operate on, of course, 
it isa pretty close margin. 

Mr. Knicur. Yes. 

The Cuarrman. Anaconda, I believe, is running on ores that run 
about a half of 1 percent. 

Mr. Knicnrt. I am sure that the industry feels that the import con- 
trol asked, the 4 cents excise tax, would be something long range 
that they could look forward to and could work toward, and would 
be willing to undertake more to go along with such a plan than with 
the Seaton proposal which is regarded as dependent on appropriations, 
possibly for a duration of a year, and perhaps unlikely at that. ' 

The Crarman. Mr. Seaton will be back here very shortly with | 
the details of his program, and we will have an opportunity to 
analyze it. 

Senator Warxins. I would also like to make this comment. Ithink  [ 
you people better sharpen your pencils, because, no matter how friendly 
we may be to the mining industry, and we are all friendly to it, the 
members of this committee—every one of us—we are going to have a 
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tough time getting any program through here that is not based on 
good, common sense. 

I do not think we are going to be able to get any program through 
that will make it possible for the lower producers, the average pro- 
ducers, to make immense profits in order to take care of another group 
that cannot do it without heavy protection. 

Unless they can devise some kind of formula to take care of that 
extra group, we are going to have a tough time getting any kind of 
a program through. One of the difficulties we ran into with tungsten 
was the fact that the tungsten production heavily increased, and I 
think it was felt over on the House side that the amounts we were 
paying, the pegged price, was entirely too high, that many producers 
were running around the country selling it for much less, and could 
produce it for less. 

That is one reason we ran into trouble. I think we would do the 
same thing with this kind of a program. If we get it so high it cannot 

be justified, that is. But if it is a reasonable program, if it puts a 
reasonable floor under it and takes care of an average producer, we 
might get by with it. 

I am not speaking from what I like, from what I think ought to be 
done, but from the possibilties as I look at it, after 12 years of ex- 
perience. 

Mr. Knicur. I was thinking of that 250,000 tons of Government- 
inspired DMPA production, which, at 27.5 cents, is out. They can’t 
continue at such a figure. 

Senator Warkrns. Are you talking about the Michigan Mines or 
some of the others? 

Mr. Knicur. Yes. 

Senator Warkrns. It would have to be 34 or 35 cents, I understand, 
for them to actually get that Michigan copper ore out. 

Mr. Knienrt. Well, it could not come out at 27.5 cents. The escalated 
floor price now for white pine copper is 28.6 cents. 

Senator Warkrns. That is in Nevada? 

Mr. Knicur. No, that is in Michigan. 

Senator Warxins. I understand it would be impossible for those 
mines. They cannot devise a program to take care of mines of that 
type. 

Mr. Kwnicur. That is a large low-grade operation with tremendous 
reserves. 

Senator Warxtins. They will be there, but you cannot justify it in 
this present Congress, in my judgment, to get that sadeed If we go 
to too high an extreme, we will run into trouble, just as we did with 
tungsten, despite the fact that that is the law, and I would have liked 
to have seen them go ahead. 

I know some of the difficulties over there, and what they said about 
it. There was some truth in what they said. 

Mr. Knicutr. That segment alone is roughly 20 percent of the 
industry. 

Senator Warxrns. I have nothing further, Mr. Chairman. 

Mr. Repwine. Mr. Chairman, may I read into the record at this 
point a telegram received by you this afternoon ? 

The Cuatrman, Yes, Mr. Redwine. 
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Mr. Repwine. The telegram is as follows: 
Senator Murray, 


Chairman, Committee on Interior and Insular Affairs, 
United States Senate: 


Would like to register serious objections to Secretary Seaton’s proposed 
handling of present copper situation. Strongly in favor of your proposal to 
establish 4 cents per pound tariff on copper prices below 30 cents per pound. 


The telegram is signed “Calumet & Hecla, Inc., by H. Y. Bassett, 
President.’ 


The Cuamman. I will also read into the record a telegram received 
earlier in the day. The telegram reads as follows: 


Hon. JAMES BE. Murray, 


Chairman, Senate Committee on Interior and Insular Affairs, 
United States Senate: 

We are quoting below a telegram sent today to the Honorable Fred A. Seaton, 
Secretary of the Interior: 

“The executive committee of the Copper & Brass Research Association, which 
is a trade association of the brass mills of this country, held a special meeting 
yesterday to consider your minerals stabilization plan. It has requested me 
to inform you on behalf of the brass mills industry of our definite opposition 
to the subsidies provided by this plan. The brass mills have been subjected to 
considerably more injury from imports than have the copper producers, and 
yet the plan provides no relief whatsoever for our industry. On the other 
hand, our industry would, of course, have to pay its share of the taxes neces 
sary to finance the plan. The continued increase of imports of barss mill 
products has been made possible primarily by the great difference between our 
wage rates and those abroad, which enables such products to be sold here at 
prices with which our mills cannot possibly compete. 

“The welfare of the copper-producing industry is dependent on the volume of 
business of the domestic fabricating mills, and unless these are kept in sound 
health, the producers are bound to suffer. 

“We believe firmly that the peril-point and escape-clause provisions of the 
Trade Agreements Act and other tariff relief which can be given by the Tariff 
Commission should be made readily and completely available to domestic in- 
dustries which are hurt by imports. 

“The faith of injured industries in these means of relief will be destroyed 
if devices such as that provided in the domestic minerals stabilization plan were 
substituted. Moreover, subsides, once started, inevitably extend down through 
the various levels of an industry and other related industries, with a destruc- 


tive effect on the entire economy.” 

This telegram signed by T. E. Veltfort, managing director, Copper 
& Brass Research Association, 420 Lexington Avenue, New York. 

That will conclude our hearing this afternoon. We will take a 
recess subject to the call of the Chair. When Mr. Seaton comes back 
with his program, we will call further hearings. 

Thank you very much for your statement, Mr. Knight. 

Mr. Knieur. Thank you, Mr. Chairman. 

The Cuarrman. We will now be in recess. 

(Whereupon, at 3:20 p. m., the hearing recessed subject to the call 


of the Chair.) 
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MONDAY, JUNE 9, 1958 


Untrep States SENATE, 
SUBCOMMITTEE ON MINERALS, MATERIALS AND FUELS, 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:15 a. m. in room 
924, Senate Office Building, Hon. James E. Murray (chairman of 
the full committee) presiding. 

Present: Senators Murray, Bible, Malone, Watkins, Allott, and 
Barrett. 

Also present: Robert Redwine, assistant counsel; and George B. 
Holderer, staff engineer. 

The Cuarrman. The subcommittee will be in order. 

The subcommittee is meeting today in continuation of hearings on 
the administration’s long-range minerals program and its minerals 
price stabilization plan. 

Since two Members of the House have indicated they will be unable 
to be present at the start of this session we will proceed to hear Mr. 
Theodore E. Veltfort, managing director of the Copper & Brass 
Research Association. 

Mr. Velfort, please come forward. 


STATEMENT OF THEODORE E. VELTFORT, MANAGING DIRECTOR, 
COPPER & BRASS RESEARCH ASSOCIATION 


The Cuairman. Mr. Veltfort, you may proceed to present your 
statement at this time. 

Mr. Vetrrorr. I am Theodore E. Veltfort, managing director of 
the Copper & Brass Research Association. This is a trade associa- 
tion having for its members essentially all of the brass mills in this 
country. 

The brass mills roll, draw, and otherwise form sheets, strip, plates, 
rods, wire, shapes, tube, pipe, and forgings of copper and its alloys, 
such as brass, bronze, cupronickel, and nickel silver. 

The association does not include producers of copper, zinc, or any 
of the other metals which the brass mills use, nor does it include the 
producers of wire and cable for electrical transmission nor the 
foundries. 

I am, accordingly, speaking to you here solely from the viewpoint 
of the brass mill industry. 

Brass mill products are used extensively throughout the economy 
for a great many purposes and are particularly utilized in building 
construction, especially residential building, and in automotive, appli- 
ance, and electrical applications. 

In past national security emergencies, such as war, the brass mill 
industry was essentially completely mobilized for defense, and it is 
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quite likely that under similar circumstances in the future its products 
would again be of vital necessity both in defense and survival. 

The brass mill industry has spent millions of dollars in expanding 
production to help the war effort and with Government sponsorship. 
Additional millions were spent by the industry in expansion previous 
to the Korean war. There have been many new companies engaged 
in the manufacturing of brass mill products during and since World 


War IT. 

Yet the industry shipments are at about the 1936 level on a poundage 
basis. Obviously the industry is sick from overexpansion and we are 
now being made to share the market with imported products. 

The products of the brass mill industries are obviously not of a 
growth character hence we cannot share this market with foreign 
manufactured goods which might be possible in a growth industry 
needing additional facilities. 

Early last month when our industry was first apprised of the so- 
called domestic minerals stabilization plan, the following telegram, 
dated May 2, was sent to the Secretary of the Interior: 

New York, N. Y. 
Hon. Frep A. SEATON, 
Secretary of the Interior, Washington, D.C.: 


The executive committee of the Copper & Brass Research Association, which is 
a trade association of the brass mills in this country, held a special meeting 
yesterday to consider your domestic minerals stabilization plan. It has re- 
quested me to inform you on behalf of the brass mill industry of our definite 
opposition to the subsidies provided in this plan. The brass mills have been 
subjected to considerably more injury from imports than have the copper 
producers and yet the plan provides no relief whatsoever for our industry. 

On the other hand our industry would, of course, have to pay its share of the 
taxes necessary to finance the plan. The continued increase of imports of brass 
mill products has been made possible primarily by the great difference between 
our wage rates and those abroad which enables such products to be sold here 
at prices with which our mills cannot possibly compete. The welfare of the 
copper-producing industry is dependent on the volume of business of the domestic 
fabricating mills and unless these are kept in sound health the producers are 
bound to suffer. We believe firmly that the peril-point and escape-clause pro- 
visions of the Trade Agreements Act and other tariff relief which can be given 
by the Tariff Commission should be made readily and completely available to 
domestic industries which are hurt by imports. The faith of injured industries 
in these means of relief will be destroyed if devices such as that provided in 
the domestic minerals stabilization plan were substituted. Moreover subsidies 
once started inevitably extend down through the various levels of an industry 
and other related industries with a destructive effect on the entire economy. 

T. E. VELTFoRT, 
Managing Director, Copper & Brass Research Association. 


There was no response to this telegram until late in May when the 
following reply was received : 


Mr. T. E. VELTFORT 
Managing Director, Copper & Brass Research Association, 
New York, N.Y. 

Dear Mr. VELtTForT: We have your telegram of May 2 which voices the oppo- 
sition of your associatin to the administration’s mineral stabilization plan. Yours 
is one of the numerous communications received during the past few days. Many 
support the proposal. Others do not. 

We appreciate this expression of your views and are sorry that your thoughts 
do not coincide with ours. 

Sincerely yours, 
Royce A. Harpy, 
Assistant Secretary of the Interior. 
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Obviously, this gave us no opportunity to discuss the situation with 
the Department of the Interior. Our only recourse, therefore, is to 
utilize this occasion to tell you why we find it necessary to object 
to the proposed legislation. 

The brass mills, together w.th the wire mills, are the 2 chief con- 
sumers of copper in this country, together accounting on the average 
for about 97 percent of the new copper consumed. 

The brass mills alone use from 40 percent to more than 45 per- 
cent of such new copper. Put another way, and excluding imported 
copper, the brass mills’ use of new copper during the last 5 years 
corresponded to about 55 percent of the domestically produced copper. 

The consumption by the brass mills of new refined copper, before 
the current recession, averaged about 640,000 tons a year. Besides 
the use of new copper in the brass mills, the copper content of scrap 
used annually amounted to about 375,000 tons on the average before 
the current recession. 

These figures are estimated to have declined currently to about 
440,000 tons of new copper and 260,000 tons of copper content of 
scrap per year. It is obvious that no matter what device is developed 
in an effort to help the copper producers as such, it will be largely 
futile unless the mills are in sound condition. 

Now, one of the important factors that has seriously impaired the 
condition of the domestic brass mills has been the steadily mcreasing 
imports. 

In the 1930’s, prior to trade agreement concessions, the brass mill 
industry exported an average of 49,900,000 pounds annually and 
imported 722,000 pounds. In other words, exports exceeded imports 
annually by 49,200,000 pounds. 

In 1957, after a radical reduction in duties had been made by the 
trade agreements, the industry exported 13 million pounds and im- 
— 108 million pounds; thus imports last year exceeded exports 

y 95 million pounds. So far this year the annual rate of net imports 
has reached 133 million pounds. It should be noted that the esti- 
mated copper content of these 133 million pounds amounted to 55,000 
tons. 

But even this is not the whole story, because with the increasing im- 
ports of such brass mill product containing commodities as, for ex- 
ample, watches and clocks, costume jewelry, and plumbers’ brass goods, 
still more domestic brass mill production is lost and, therefore, do- 
mestic copper consumption reduced. 

Net imports of brass mill products as a whole now constitute nearly 
9 percent of the domestic market. For cetrain products this percentage 
is substantially higher, reaching 19 percent for copper sheet and plate. 
So far as thin wall brass tube for plumbers goods is concerned, the 
domestic market has essentially all been preempted by imports. Since 
1955, domestic brass mill shipments have declined 38 percent, but net 
imports of brass mill products have increased 110 percent and are still 
increasing. 

We have pointed out repeatedly that competition from such im- 
ports cannot be met by the domestic brass mills because of the great 
disparity between wages here and abroad. 

The average rate per hour in the brass mill industry is currently 
$2.35 (not including supplementary remuneration, or fringe benefits, 
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now averaging 48 cents per hour). ‘Fhe average comparable wage per 
hour in the United Kingdom is 72 cents, and in West Germany 55 
cents, and 63 percent of our imports of brass mill products come from 
these two countries. 

Their productivity has improved steadily and now appears to closely 
approach ours. The only recourse in a situation of this kind is either 
to reduce our wages to match, which of course we cannot do (even if 
we would) because of our labor laws and our labor standards, or to 
equalize the difference in an equitable manner by increased tariffs. 

It is for this reason that we have been urging adequate provisions 
in the extension of the Trade Agreements Act which would enable us 
to obtain the needed relief through the escape clause. 

To afford this relief a provision will be necessary permitting tariff 
adjustment on an equivalent ad valorem basis. This is essential be- 
cause inflation has greatly reduced the protection which the specific 
duties on brass mill products originally afforded, aside from their 
reduction by the trade agreements. 

The average tariff on brass mill products has been reduced from 41 
percent ad valorem equivalent prior to the trade agreements, to 5 per- 
cent now. How inadequate that is should be obvious from the fact that 
importers of brass mill products regularly quote prices 15 to 25 per- 
cent, and even more, under domestic prices. 

Until the brass mills obtain relief from the increased burden which 
low-priced imports are placing on them, domestic copper producers 
will be deprived of an essential part of their market. 

What good will it do for them to be entitled to a subsidy of 314 cents 
per pound if they do not sell the pounds? 

Our basic objection to the proposed bill is that from our viewpoint 
it constitutes a palliative which under the conditions now faced by 
the brass mills would be ineffective. 

It would be difficult to administer, of problematical cost and of no 
help to the mills; and yet we would be required to pay a share of the 
cost through taxation, in addition to continuing to bear the import 
burden. Certainly there is nothing in our experience which would 
lead us to suppose that a subsidy of the kind proposed by this act 
would get at the root of the difficulties we face and which are in- 
escapably shared by the copper producers. We certainly would not 
want such an ineffectual procedure applied to our industry. 

What the copper producers need is the restoration of their markets 
here, and this can be assured in large measure only if we have the 
courage to protect the domestic consumers of copper, such as the brass 
mills, by imposing a tariff high enough to offset the low wages abroad 
with which we cannot possibly compete. 

Until that is done, subsidies of the kind here proposed, while plausi- 
ble and possibly affording some immediate relief to the copper pro- 
ducers, have no lasting effect and for that reason involve the danger 
of being further extended and ultimately getting out of control. 

Thank you, Mr. Chairman. 

The CHarrman. Do you have any questions, Senator Watkins? 

Senator Warkrins. Yes, Mr. Chairman. 

Mr. Veltfort, have you ever applied to the Tariff Commission for 
relief ? 

Mr. Vevrrort. We haven’t, Senator, for the simple reason that 
the Tariff Commission has taken the viewpoint that while the copper 
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import tax is suspended, we have no right under the Tariff Act to 
apply. The Government is not obtaining all the tariff it can from 
copper and its products, while that tax is suspended. We are pre- 

aring now, but if the suspension is continued, I mean if the tax goes 
into effect afterward, and if it is again suspended, we would be 
in the same position unless the Trade Agreements Act is suspended. 

Senator Warxrns. I had understood the Commission had taken 
that position. I did fot know whether or not you folks were aware 
of that. It seems as though we do not get relief anyway when we 
doapply. 

Mr. Verrrorr. That seems to be it. I might add, of course, we 
have not been too enthusiastic under the present circumstances of 
getting relief. 

Senator Watkins. Are your mills still in operation ? 

Mr. Vertrort. Yes; but several of them are on 3 days and other 
reduced time. 

Senator Warxins. How do you manage to get along, if you are 
losing money on the deal # 

Mr. Veurrort. Well, we hope for better times. This is not due 
entirely to imports. It is part due to the recession. We are rather 
hopeful that conditions will return sufficiently, with building going 
up and so on, so that they can run on a little more profitable basis. 
But this import situation has gotten to be a terrible burden to bear 
under the circumstances. 

Senator Warxrns. Your idea of the remedy is a higher tariff ? 

Mr. Veutrort. A higher tariff, that is the only way we see it. 

Senator WarK1ns. Would quotas work in your industry ? 

Mr. Ve.rrorr. We don’t believe in quotas. They are too difficult 
to apply, and the conditions under which the imports come in. 

Senator Watkins. Where do your imports come from ? 

Mr. Vevrrort. Principally Fras the United Kingdom and Ger- 
many, although from a dozen other countries in smaller degree, Switz- 
erland, Holland, Canada, and Japan. I can give you a complete list 
of them. 

Senator Watkins. I would appreciate having just exactly where 
they come from. It would be very helpful to us to have that. 

Mr. Vettrort. I believe I have those here and I can give them to you. 

This is in 1957. This accounts for 100 percent: Canada, 6 percent, 
the percentage of imports that came from these countries. United 
Kingdom, 34.5; West Germany, 28.9; Switzerland, 8.7; Belgium, 7.6; 
Japan, 2.2; the Netherlands, 1.4; Italy, 1.2; France, 0.2; Yugoslavia, 
1.2; Sweden, 4.1; Chile, 3.4; Mexico, 0.3; other countries, too small 
amounts to detail, 0.3. 

Senator Warkrns. You are talking about the imports of the semi- 
processed products? 

Mr. Vevtrort. Brass mill products. 

Senator Warxkrns. I am interested in those figures and the coun- 
tries that are involved. I did not know they had mills that could pro- 
duce that type of product. 

Mr. Veurrort. Well, Senator, they don’t necessarily have the mills. 
They may do it as a third party. They may buy it from elsewhere, 
and send it to this country in other things. I do not know whether 
all of these countries have mills. Certainly the United Kingdom and 
West Germany have very excellent mills. 
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Senator Warxrns. I would take that for granted. With respect 
to the action of the Tariff Commission last April with respect to lead 
and zinc, would you favor that type of an operation for those metals? 

Mr. Veutrort. Well, I anenaieed in that, and I said we had no objec- 
tion at all to them getting relief, except there was a very bad weak- 
ness in that in that they did not provide for the application, particu- 
larly in the case of zinc, of the import tax to the zinc conteut of brass 
mill products, because if they don’t do that, then because the zinc can 
still be bought at the cheaper price abroad, it can be sent here via brass 
mill products instead of as zinc. 

That was recognized in the copper excise tax, which was applied to 
copper-containing products. 

Senator Watkins. You think they should give your industry relief 
if they gave that relief to the lead and zinc? 

Mr. Veurrort, Senator, we did not consider that relief, we just 
considered it not hurting us. If they did not put that excise tax on 
the content of brass mill products, there would be the temptation to 
send additional brass mill products here, because it would contain 
zinc that they did not have to pay the tax on. 

We would be worse off. We took our position so we would not be 
made worse. There was no relief there. 

Senator Warxiys. Of course, if there was a general program of 
going down the line, not only for lead and zinc, but for the manufac- 
tured product as well, then you would favor the program ? 

Mr. Veutrorr. Well, we would, because we are the customers of all 
those industries. 

Senator Warkrins. You realize under the law, each one of you would 
have to apply for your own industry in order to get relief. It could 
not all be done in one blanket move. 

Mr. Veurrorr. Probably not. There is this one situation which I 
should make clear, that in import taxes, like the one on copper—and 
that was proposed on zinc, and we are interested in zinc more than 
lead—I do not know whether I can make this clear or not, unless that 
tax is applied to the metal content of our products, then we are hurt 
because you can then use the thing as a loophole in order to bring 
zinc or copper, say, into this country as brass mill products rather 
than the raw material. 

Senator Warxins. In other words, they can semiprocess it, the same 
as the wool was put into the form of tops and sent up from Argentina. 

Mr. Vexrrortr. That is correct. 

Seantor Brete. May I ask one question of Mr. Veltfort ? 

I think Senator Watkins developed my questions very well, but I 
am interested in knowing exactly how many people are employed in 
the brass mill industry today. 

Mr. Vettrort. I can tell you only for our members. Our members 
constitute possibly 95 percent or so of the industry. There are 23,000. 
T can give you the exact figure, if you wish. 

Senator Bratz. That is close enough. That is the number that you 
employ in 1958. How many did you employ in 1957 ? 

Mr. Verrrorr. During the postwar period, when the mills were 
running on what I would consider a normal postwar production, there 
were 30,000 employed. 

Senator Bisxte. Then is it a fair statement that in your industry 
your employment is down about 7,000 people? 
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Mr. Vuexrrrorr. Of these particular reporting members, yes. 

Senator Bistz. And you say your association represents about 95 
percent of all of the brass mill fabricators in the United States. 

Mr. Vettrort. That is right. 

Senator Warxins. I had one further question, Mr. Chairman, if I 


may. 

Mr. Veltfort, you stated in your paper that you had been export- 
ing for many years many thousands of tons of processed brass. 

Mr. Vetrrorr. Yes, sir. Before the trade agreements we exported 
roughly 50 million pounds net. 

Senator Warkins. Are you exporting any now? 

Mr. Vevrrorr. We are exporting about 9 million but bringing in 
144. 

Senator Warkins. How do you manage to compete with the 9 
million you do send out ? 

Mr. Vettrort. They are highly specialized items that are not made 
abroad or which require certain specifics as to tolerances and such as 
that, or alloys. 

Senator Watkins. And the reason is they are not made abroad ? 

Mr. Vextrorr. That is correct. 

Senator Barretr. I have a couple of questions, Mr. Chairman. 

The CHatrMan. Senator Barrett. 

Senator Barretr. I would like to ask you about the nature of the 
tariff that would be necessary to protect your industry. As I take it 
from your testimony, the wage scale in this country is about four times 
as high, generally speaking, as it is in England, Europe, and much 
more in some other countries. What would be the difference in the 
cost of production abroad as compared to the cost of production here, 
relatively speaking ? 

Mr. Veurrorr. We do not know. But you can go on this basis of 
the average, and we can only talk in averages, because the cost of 
production of our products varies tremendously, depending on 
whether they are base products and relatively small amounts of labor 
are involved, or whether you have a very fine tube that requires a lot 
of labor. 

Generally speaking, the importers favor the items which have a lot 
of labor on them, obviously, or on which we have developed a very 
promising market here, like in copper water tube, where with re- 
search, considerable advertising and so on, we have developed a very 
favorable market, so all they have to do is come in and offer it for less. 

But by and large, if you take the items in general, the cost would 
be about half, in the metric cost. The rest of it, 50 percent, would 
represent labor and labor base cost, because you can realize that the 
Jabor is about one-fourth or one-fifth of ours, and there are other 
items of overhead, salaries, and capital charges probably being in the 
same order. So take a product that costs about 60 cents. That 
would be about 30 cents available one which they would have the 
advantage of, let’s say, one-fourth of our labor. That would be about 
22 cents to play with, allowing 2 cents for transportation and some. 
Then there would be about a 20-cent advantage. 

That is carried out by the fact that they offer the products here 
for 15, 25 percent, and I have even had bids here that are 30 percent 
less than ours, some condenser tubes bid on which they bid actually 23 
cents a pound less than ours. 
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Senator Barrett. To put on an adequate tariff, to put you on an 
wa per with the foreign producers, would require a pretty high 

ariff ? 

Mr. Vetrrort. Maybe high, relatively. But consider the fact that 
before the trade agreements, or the ad valorem equivalent, we were on 
a see basis, the ad valorem equivalent was about 41 percent. 

enator Barrett. And in most of your items, the necessity for the 
tariff is based mainly on the difference in wage scale? 

Mr. Veutrorr. Primarily so; yes, sir. 

Senator Barrett. Let me ask you this question: Aren’t your em- 
ployees opposed to tariffs? 

Mr. Vettrort. No. 

Senator Barretr. That is not the way I have heard of it. I think 
they are opposed to a tariff. They are in favor of free trade. 

Mr. Ve rrorr. Not the rank and file, not the fellow who gets re- 
duced hours or who is dismissed from the plant because cheap imports 
are coming in. 

Senator Barrerr. Let me develop this a moment, please. What 
about their organizations, their resolutions? Aren’t their resolutions 
opposed to tariff protection ? 

Mr. Vettrort. I know of no resolution among the rank and file, the 
unions in the plants themselves. There may be top level, AFL and 
CIO resolutions. But by the time their philosophy sinks down to the 
rank and file, it is changed considerably. 

Senator Barrerr. For the last 15 or 16 years I have been watching 
their resolutions year after year and they are opposed to a protective 
tariff. They are in favor of free trade. 

Mr. Veurrort. If any brass-mill union ever passed a resolution to 
that effect, I have yet to see it. The man on the job faces a little bit 
different situation. 

Senator Barretrr. Those resolutions never come to Washington, 
anyway. If they pass any resolutions along that line, I have never 
seen any. 

Mr. Vettrort. You mean down in the mills? 

Senator Barrerr. No; I don’t believe they have. Of course, as you 
know, the mine, mill, and smelter unions, which, of course, are repre- 
sented among a lot of the copper producers, have come out adamantly 
against free trade. 

Senator Bratz. I think we have testimony in one of our earlier 
hearings on that point as to one of the producers. 

Mr. Veutrort. They have been in touch with me and wanted to get 
all the information I could get them. 

Senator Barrett. Let’s get down to brass tacks. Has anybody in 
this room ever heard of the CIO or the AFL at their national conven- 
tions ever taking a position along that line? 

Mr. Verrrort. I haven’t. 

Senator Warkrins. A long time ago labor unions were in favor of 
protective tariffs. 

Senator Barrer. I think the men are in favor of them today, but 
I don’t think it has been expressed in the form of a resolution. 

Senator Martone. For the information of the distinguished Senator 
from Wyoming, I will say that in Florida this year the AFL and CIO 
passed a resolution asking for the extension of the free trade. You 
knew about that. 
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Mr. Vevrrort. Well, yes; that isthe top organization. 
All I suggest is a visit to various brass mills and ask the unions 
on the job or the men on the job how they feel about this. 

Senator Barrerr. Mr. Chairman, I do not want to extend this con- 
versation. I got off on a tangent here in that respect. That is be- 
side the point. 

Let me ask you now about your opposition to import quotas. I 
think we may have some trouble getting an adequate tariff. I would 
favor one, but I can tell you in my judgment we may have some 

trouble. You say it would be very difficult to impose a system of 
quotas, and I think you are right. 

However, I was impressed by the fact that you did say that generally 
speaking about a third of your imports came from England and a 
third from Germany. So for two-thirds of it, it would not be too 
difficult to impose a system of quotas there. 

You would have difficulty, maybe, in dividing it up among the 
rest. Isn’t it possible that you could work out some quota 
arrangements ¢ 

Mr. Vetrrort. All I can say, Senator, is in the absence of anything 
else, we certainly would take quotas. I was asked how I felt about 
it, and we have always felt that they would be difficult of adminis- 
tration, but if that is the form relief must take, then by all means 
we will welcome that. What we need is relief. 

Senator Barrerr. I understand. I am not trying to impose my 
judgment on you in this matter, but I am trying to get some 
information. 

That is all I have, Mr. Chairman. 

The CHarrMan. Have you any more questions, Senator Watkins? 

Senator Warkrns. No, I have no more. 

The CuHarrmMan. Are there any other questions / 

Senator Martone. I have some questions. 

Mr. Veltfort, your testimony is sort of a breath of fresh air in 
thiscommittee. Iam also a member of the Senate Finance Committee. 
I recall before I became a member of that committee I sat with them 
and listened to a representative of one of your brass companies in 
New England. I can’t seem to recall which one it was. But he was 
very positive that he did not want any tariff at all on copper or any- 
thing. Would you suggest a name or two of some prominent brass 
companies that do a lot of adv ertising over television and radio? 

Mr. Vettrorr. Well, I dislike to suggest anybody for fear that by 
association 

Senator Matone. Off the record. 

( Discussion off the record.) 

Senator Matone. Back on the record. 

A representative of Revere Copper & Brass testified before the 
Senate Finance Committee about 4 or 5 years ago that he did not 
want a tariff on anything, that our know-how and our machinery and 
everything could compete with anybody all over the world. Of 
course, I think it is silly, crazy. Your testimony seems to make a lot 
of sense to me. I have been here 12 years. There is some kind of a 
sound barrier on the Potomac River and on the Hudson, too, so that 
no public sentiment ever gets east of either one of the rivers. 

I can hardly believe my ears. Here is a man representing the 
brass mills? 
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Mr. Vevrrort. I represent the brass mills. I am talking for the 
industry. 

Senator Matone. Is Revere Brass a member of it ? 

Mr. Veutrorr. They are a member of it. I have no idea, in fair- 
ness to Revere—— 

Senator Matonr. Who isthe president of it ? | 

Mr. Vevrrorr. At present, Charles McFee is the president of it. 

James Kennedy is the chairman of the board. 

Senator Matonr. Who was the president of it about 5 years ago? 

Mr. Vettrorr. I think it probably was Russell at that time. 

Senator Matone. The latter name seems more like it. 

Mr. Vetrrorr. But I can’t say under what circumstances that was 
given. Ihaven’t the least idea. 

Senator Matone. Just circumstances. He was the witness for the | 
Revere Brass. | 

Mr. Vexrrort. Was that by any chance in connection with the excise 
tax on copper ? 

Senator Martone. That is right. 


Mr. Vevrrorr. Well, you see, at that time, and I am not under- 
taking to speak for him, but I want to point out, at that time, copper 

yasshort. That was the whole idea of the excise tax. 

Senator Matonr. It is still short. 

Mr. Vetrrortr. Wel!, to some extent. And the excise tax was 
suspended, and I presume he talked in favor of the excise tax. 

Senator Matonz. No, he was against it. 

Mr. Vetrrort. Yes, he wanted to have it continued to be suspended. 
In that particular position, the brass mill industry took no position 
whatsoever, as an industry. 

Senator Martone. Let me discuss this with you a moment. You 
know, everyone, over the years, has wanted a tariff on what they sell 
and free trade on what they buy, which is a very logical position, but 
not having very much horse sense connected with it. You beat the 
ears off of the industry whose item to you is necessary to make your 
processing, and then have a tariff on your own. That is exactly 
what I asked him, and he has not been back since. At that time, I 
pointed out to him that there was a 16 to 60 percent ad valorem 
tariff on the products of the brass companies. 
much ? 

Mr. Veurrorr. Sixty percent / 

Senator Matone. Sixteen to sixty percent, yes. 

Mr. Vettrort. On none of our products is the tariff 60 percent. The 
highest is on nickel silver, which is our tariff, and the tariff is 30 per- 
cent ad valorem, and that has not changed. The other ad valorem 
taxes are of the order of 11 percent, which is, again, a specialty. But 
the large mass of stuff comes in under specific duty, which varies from 
114 cents to the highest being 6 cents, I believe. Six cents is specialty. 

Senator Matonr. What was the 30 percent on ? 

Mr. Veutrorr. I will read you down the main products. German 
silver or nickel silver, unmanufactured, which does not concern us 
much, 10 percent; nickel silver sheets, strips, rods, and wire, 30 per- 
cent ad valorem, never changed. The 10 percent I just gave you was 
reduced from 20 percent to 10 under agreement. 
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Senator Manone. You never had anything as high as 60 percent ? 

Mr. Vetrrort. Never. The highest at any one point was 30 percent. 
That was for specialty. 

Senator Maroner. I will have to look the record up and correct it 
as far as my own statement is concerned. 

Mr. Veutrorr. Let me interject there. Are you sure he did not 
translate a specific duty into an equivalent ad valorem? On that basis, 
I have figured out three agreements and if you took the average tariff 
which was being charged on the average value of the products, you 
had an average ad valorem equivalent of around 41 percent. 

Senator Ma ALONE. It seems to me you had a brass lipstick 

Mr. Vevtrort. Well, that is not our business. 

Senator Matone. What business isit? 

Mr. Vettrorr. Our brass mill products go to rape 4 thousands 
of other industries. Lipsticks, ash trays, what have you / 

We carry only to the rod, to the sheet, to the tube, to the strip, and 
so on, the products that go out from our industry to the various 
makers of things that use brass. 

Senator Matonr. Now, then, suppose, however, that all of this 
duty on the lipsticks and other minor things are not minor but smaller 
things not manufactured by you but whic h are manufactured by other 
Americans, the tariff dropped down and they did not use your brass. 
Would it reduce the amount of your brass used in this country ? 

Mr. Vevtrrorr. Of course it would. 

Senator Martone. Then you are interested in it. 

Mr. Verrorr. Of course we are interested in it. 

Senator Martone. And if it is 60 percent, which I think it was, 
then you are for that, if it took that much to protect the industry ? 

Mr. Veutrorr. Well, we would have to assume, Senator, that these 
industries, this is such a complicated and widespreading situation, 
each industry would take care of its own problem, because we would 
not be equipped. 

Senator Matone. That is by taking care of it, you mean they would 
know what they needed ? 

Mr. Veutrort. Yes, that they would know what they needed. We 
would not have the least idea. 

Senator Maronr. I am heartily in accord with your testimony and 
your point of view. For 12 years I have been saying here that what 
we should do is return to the Constitution of the United States, which 
says that, and it does not stutter in article 1, section 8, Congress 
shall regulate foreign trade and shall adjust the duties, imposts, and 
excises, which we call tariffs. 

The 1930 act set the Tariff Commission up as an agent of Congress. 
It always has been an agent of Congress, but this made it more 
specific as to the basis on which they would fix the duties. Do you 
know what they are, or do you know the principle laid down by 
Congress in 19: 30, upon which the Tariff Commission would operate 
in fixing duties, imposts, and excises ? 

Mr. Veurrorr. I know one thing, that the cost of production was 
one factor. They had a definite paragraph in there to cover the dif- 
ference in the cost of production. 

Senator Martone. Cost of production is the factor. What it says 
specifically is that the Tariff Commission shall, on the request of 
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Congress, the President, or any interested party, or upon their own 
motion, determine cost of producing an article in this Nation, not 
the high cost or the low cost but the average reasonable cost, and 
shall determine that same cost of that article or a like article in the 
chief competitive nation. They do not say may, but they say shall. 
And then shall recommend it as a tariff, and nobody can veto it but 
the Congress. Is that what you are talking about ? 

Mr. Vevrrorr. Sure. 

Senator Martone. It isa flexible tariff. 

Mr. Vetrrort . Yes, 336, I believe it was. Wasn’t it ? 

Senator Martone. Yes, 336. The next day or 6 months or 2 years, 
whenever the Tariff Commission has reason to believe that the situa- 
tion has changed, either the chief competing foreign nations’ living 
standards, wages and costs have changed, or ours have changed in 
this Nation, they can, on their own motion, again, or upon a_ request 
such as I have ‘described, again review it, and keep it flexible and 
keep it current. Is that what you are talking about? 

Mr. Veutrort. That is right. We would like nothing better. 

Senator Matone. Do you know, or have you studied this situation ? 
You see, Congress is almost torn asunder on the proposition that is 
being discussed today in the House. This week they will debate it 
and vote. It is the first vote on the 1934 trade agreements extension, 
though they call it reciprocal trade, I suppose because the words of 
reciprocal trade never occurred in the original act and has not since. 

You know that, don’t you ? 

Mr. Veurrort. I know that, yes. 

Senator Matonr. It is a fine selling phrase. But there is no reci- 
procity. You do know that every other nation in the world uses their 
tariffs, exchange permits, quotas, every way, and in addition to mani- 
pulation of their curr ency value in dollars for trade advantage. Then 
we are the only free-trade nation in the world. I guess you know that. 

Mr. Vevrrort. We know all those things, unfortunately. 

Senator Matonr. Now, then, do you know what happens if Congress 
does not extend this act beyond June 30th ? 

Mr. Veurrorr. I haven’t the least idea. Of course, the trade agree- 
ments, presumably, would continue. 

Senator Matonr. Why presumably ? 

Mr. Veurrort. Well, that is all we can presume. Yet we don’t 
know whether there will be any remedy available or not. 

What would happen to the escape clause and so on? We simply 
don’t know. 

Senator Matonr. Not very many Congressmen know either from 
the debate. Of course, I presume they do, but their votes and debates 
are peculiar, if they do. I am about to tell you something. I think 
it is about time that companies such as yours and associations found 
out about it. This is what happens: If Congress does not pass any- 
thing, if they just sit still, this is what happens. It is not necessary 
to pass anything, it is just necessary not to do anything, which is 

not customary for Congress, if you ‘have followed it closely for 25 
years. 

If they do not extend it, however, or pass anything, then on June 


30th, it dies, the 1934 trade agreements, laughingly called reciprocal 
trade. 
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Then the State Department can make no more bilateral trade agree- 
ments. In Geneva, working under GATT, the general agreement on 
tariffs and trade, they can make no more multilateral trade agree- 
ments. Then following that date, 10 minutes after midnight of June 
30th, if notice is served on.the Secretary of the United Nations by 
the United States or any other nation, as far as this is concerned, 
that, by the United States, we want to cancel all multilateral trade 
agreements, within 60 days all products upon which there are multi- 
lateral trade agreements, revert to the Tariff Commission, an agency 
of Congress, under section 336, under the statutory rate, not the 
multilateral agreements rate, but the statutory rates. If notice is 
served on the nations with which we have bilateral trade agreements, 
6 months following that notice, all those products revert to the Tariff 
Commission on the same basis, and the workingmen and the investors 
of the United States are back in business, on the theory that foreign 
trade is regulated under article I, section 8, of the Constitution, on 
the basis of fair and reasonable competition. 

They then can compete for the American markets at least on an 
even basis with the foreign nation, which they cannot do at the present 
time. You understand that ? 

Mr. Vevrtrort. I understand that. 

Senator Martone. Do you mean to tell me that this thing has been 
defective for 24 years and you never found out how to get rid of it? 

Mr. Veurrorr. For the simple reason we never took any position. 
We thought that the trade agreements act was a broad national issue 
beyond us. All we wanted to do was to touch on our particular prob- 
lem. As I testified before the House Ways and Means Committee, 
certain amendments in the act would permit us to do so. 

Senator Martone. That is just exactly in my opinion what is the 
matter with the United States today. Everyone has come in and 
tried to save themselves for 6 months or a year or more, and have 
just been put out of business individually. 

There has been no broad approach to the problem at all. Another 
thing you probably know is that this act was passed in 1934, under 
stress. A very powerful President asked for this authority as an 
emergency. We have cooked up an emergency every 2 years or 3 
years. We did cut this extension to one year on two occassions while 
I have been here. I have never voted for it and do not intend to. I 
do not think anybody would vote for it who realizes the effect of this 
thing, as you are testifying today. 

We have special columnists, one of them in Washington, I forget 
his name though I called him the next morning, and wrote him a 
letter. He has never repudiated what he said. He said that the 
protectionists, and you are a protectionist and so am I, want an exten- 
sion of the trade agreements act because there is no other way to 
get the tariffs adjusted. 

There is nothing more untrue. I sent him the data on it, but he 
has not yet corrected his column. There have been many columnists 
and newspapers that I will not say have deliberately misled the public. 
Maybe they do not know more than you do. But if the industrialists 
of this Nation and the workmen working for them, would take a 
position right here today, there would be no extension of the act. 
You have not taken a position. How do we know what youdo? You 
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eo se that will let you stay in business regardless of any- 


oe Veurrort. All I can answer to that is that I do not like to talk 
on matters of which I am not expert. 


Senator Matonr. What is your position with this organization ? 

Mr. Vetrrorr. Managing director. 

Senator Martone. Of what? 

Mr. Veutrorr. Of the Copper & Brass Research Association. 

Senator Matonr. You are managing director? 

Mr. Veurrortr. I am managing director. They do research, they 
do a lot of promotion, publicity, and various other things, so that 
my time is pretty well taken in knowing all there is to know about the 
industry, and helping them carry out what they have to. So I 
haven’t had the occasion to get at the broad field of trade agree- 
ments. I have my own personal ideas, but I can’t talk to that 
officially. 

Senator Martone. This is not a broad field. 

Mr. Veurrorr. I understand, 

Senator Martone. You are telling me you are the head of the re- 

search department of a great organization and don’t even know what 
is happening to you. 


Mr. Veurrorr. I know what is happening to us all right. 
Senator Martone. What is it? 


Mr. Vetrrort. I can tell what the effect of the Trade Agreements 
Act is on our industry. 


Senator Matone. You can’t tell, though, whether they are for it or 
against it ? 


Mr. Vettrort. Do you mean in our industry ? 
Senator Maronr. Yes. 
Mr. Vevrrorr. I don’t know as a whole on the Trade Agree- 


ments Act, because they feel very much like I do, and there probably 
is a difference of opinion. 


Senator Martone. How do you feel ? 

Mr. Vevrrorr. Our general feeling was because we didn’t know 
what. our status would be—you explained it very clearly—we haven’t 
the knowledge to know that if the Trade Agreements Act goes out, 
that the situation comes back to what you explained. We have been 
under the impression that if the Trade Agreements Act were not ex- 
tended, the provisions made for relief and so on under the act also 
would go out with it. 

We don’t know where we would stand. So we pass no opinion on 
the thing. We say if it is extended, then we think it should provide 
thus and so. 

Senator Matonr. That is one of the most terrible admissions I have 
ever heard before the committee, when a man appears as an expert 
witness for his company, that you don’t even know what happens, or 
don’t even know what is happening to you, and don’t even know 
what would happen if we quit extending the thing that brought 
it on in the first place. 

Mr. Veurrort. I am fully familiar with the situation you ex- 
plained about 336, but I don’t happen to be a lawyer, and certainly 
not a congressional lawyer, so I do not know. You admit there are 


It is your business. 


a lot of people even in Congress that don’t know about it. 
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Senator Mavone. I am not a lawyer, but I can read. 

Mr. Veutrorr. You have made a study of the situation, though. 

Senator Matone. That is what you should do. 

Mr. Vetrrorr. But there are only 24 hours in the day and we have 
a lot of problems in our industry. Well, that is what we are working 
on now. 

Senator Martone. You are not working very hard. Do you under- 
stand what happens if the Senate does not pass an act at all or if the 
House sends that back to committee this week ? 

Do you now understand ¢ 

Mr. Veurrort. Yes. 

Senator Matonr. Well, you are back in business, aren’t you? 

Mr. Vettrort. Yes. But there, again, on the general basis of the 
act, we cooperate with outfits like the American Tariff League and 
other broadly based organizations that are following this thing in 
detail. 

Senator Matonr. Are you for what the Tariff League wants? 

Mr. Vextrort. Yes. 

Senator Martone. Did you already testify to that fact? You didn’t 
say that in your statement. 

fr. Vetrrort. No; I didn’t, because that wasn’t pertinent at this 
particular time. 

Senator Martone. I think it is the only thing that is pertinent. There 
are 5,000 industries in thiscountry. What do you think the committees 
are going to do, have a smashing law for each 1 of the 5,000, relief ? 

Mr. Vettrorr. The Tariff Act of 1930 breaks them down that way. 
How else can you handle them ? 

Seantor Martone. The Tariff Act of 1930 has one tariff. 

Mr. Vettrorr. You mean 336, but still you would have to do that 
industry by industry ; wouldn’t you ? 

Senator Martone. All right. But there is a principle laid down 
under which you work. You can operate under that principle; can’t 
you? 

Mr. Vetrorr. Yes. 

Senator Matone. But there is no principle now, is there ? 

Mr. Vevrrorr. Not of that kind. 

Senator Martone. Istherea principle of any kind? 

Mr. Vevrrorr. Not corresponding to that. 

Senator Martone. Let me tell you what can be done at this moment, 
so testified to by Mr. Dulles, Secretary of State, before the Senate 
Finance Committee in 1955, on this 1934 Trade Agreements Act for 
3 years, and that expires on June 30, unless extended again. He said 
before our committee that the President of the United States could 
trade any industry or part of an industry to foreign nations if he 
thought it would further his foreign policy. That is regardless of its 
importance to this country or regardless of the industry. 

Now, then, there is another gimmick that you ought to know about, 
and I hope we print this testimony and you circularize it ameng your 
people. It may be too late for this year. How long have you been with 
this outfit ¢ 

Mr. Vertrortr. Twenty-five years. 

Senator Matone. You were then when they first passed it. 

Mr. Vetrrort. Yes. 
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Senator Martone. And you don’t understand it yet ? 

Mr. Vettrorr. Well, in that, I mean 

The CHamrMman. Senator Malone, we hav 
nesses. Have you concluded ? 


Senator Matonr. I think he has one of the most important positions 
this week over in Congreses since he has been in Congress 
Mr. Veutrrorr. Mr. Chairman, may I make this one statement: Of 
course, in my position, my personal opinion does not count for any- 
thing. I have to be sure that I have the industry opinion as a whole. 
Therefore, when I express an opinion, I am careful to try not to ex- 
press my own opinion for the industry. But I should like to point 
out that we were conscious very early in the game as to what these 
trade agreements were. 
We put in a brief on every one of them in opposition to the tariffs. 
I just want to add that to show that we were perfectly aware of it. 
Senator Martone. To keep the record straight, I want to say some- 
thing to you, and I think that will conclude. 
The Cuarrman. I do not like to interrupt you, Senator. You are 
well informed of this matter, and I appreciate the fact that you are 
bringing out important testimony that is essential for the committee. 


Senator Martone. I am in your hands, you tell me when you want 
me to stop, but this time I will finish. 


The Cuatrman. Proceed, Senator Malone. 

Senator Martone. There are probably 400 people in Washington 
that live by this act. If we do not extend it, they have no further 
work, because all their industries are back in business. There is noth- 
ing to lobby about. 

Mr. Vevrrort. Excuse me, Senator. I am not a lobbyist. I have 
nothing to do whether or not there is any legislative matter or not. 
Ninety-five percent of my work is other things than having to do with 
legislation. 

Senator Martone. You represent the brass business ? 

Mr. Vettrort. I do. We come in only in matters of this kind, where 
matters are essential to the industry and affect its welfare. 

Senator Martone. You are not prepared to say whether or not the 
brass industry is against the particular act that is destroying it / 

Mr. Veutrort. Not without counseling them. 


Senator Martone. How long would it take you to counsel them ? 
Mr. Vettrort. A week or 10 days. 


Senator Martone. Well, the House will act this week. You are only 
about 24 years late. 

Mr. Veurrort. I can make a canvass by telegraph very quickly. 

Senator Martone. It would be helpful if you did that. 

Mr. Vevrrort. I will be glad to. 

Senator Martone. If we find that you are for free trade for every- 
body else but want a tariff for yourself, it is not very reasonable; is it / 


Mr. Vextrort. Well, there is the ordinary self-interest that every 
industry has to show, I think. 


Senator Martone. Yes; I think it is right. 
wrong with the country. 





e a number of other wit- 


I think that is what is 
You all come in with a plan to let your 


industry live for a few months, but you have no interest in what is 
happening to the country. 


mony would sound like that. 


I don’t believe that is true, but your testi- 
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Mr. Veurrort. Tell me this, as a matter of information: Why is it 
that the explanation you gave of what would happen to the situation 
if the act were not extended is so little known ? 

Senator Matonr. The papers will not print it. That is one reason. 

Mr. Vevrrorr. I think the opinion of our industry, which 

Senator Matone. That is no reflection on our good newspaper 
reporters here, but they do not use it. 

Mr. Veurrorr. You can see where the industry’s attitude would be 
quite different if their understanding was along the line as you have 





‘pointed out, as against the understanding that most of them have that 


with the act when all the props that it provides, not sufficient props 
but what it does provide, are gone. I mean things like the escape 
clause. 

Senator Maronr. What are you escaping from, if you don’t have 
the act? 

Mr. Vettrorr. Well, I mean 

Senator Matonr. What do you want to escape from ? 

Mr. Vetrrortr. That is what we don’t know. They believe that these 
trade agreements will continue. 

Senator Matone. They don’t. Let me explain to you again so you 
will remember. Two months’ notice to the Secretary of the United 
Nations, then they want to cancel all these multilateral trade agree- 
ments, then they are canceled at the end of 2 weeks and revert 
automatically to the Trade Commission at the statutory rate, not the 
rate at Geneva, used to divide our market among the 36 nations, but 
the statutory rate. Then the Tariff Commission, an Act of Congress 
as in the 1930 act, with directions from the Congress of the United 
States, its only boss until the 1934 Trade Agreements Act which 
destroyed it, and the Tariff Commission has no more authority now 
than your grandson, if you have any, and I expect you do. 

Mr. Veurrorr. Several. 

Senator Matonr. They have the same authority, none. They are 
afraid for their lives, that they will do something to offend the White 
House or someone, so that they will not be reappointed. So with 2 
months’ notice, you are back in business, because the Tariff Commis- 
sion can take up your industry or any phase of it, any product, upon 
the request of the White House, the President, the request from 
Congress, any committee, its own motion, a request of a producer or 
consumer, and do it on the basis laid down in that act, section 336, 
as they determine the cost of production of an article in this country. 

It is not the high or low cost. It is not a high or low tariff. News- 
papers all over the East blow your hat off with “The high tariff 
people.” I never heard of a person like that.. They are for a tariff 
which makes the difference between the average cost here, the reason- 
able cost of an article, and the reasonable cost of production in a chief 
competing country. That is what it says in the act, for a like article, 
and then they recommend that as a tariff. 

That is not a high tariff or a low tariff, is it, but just the difference 
between the two? 

The papers have never printed anything else. Time magazine, 
U.S. News & World Report, and there is another one of equal quality, 
are all the same. They say you want a high tariff. But you do not 
have to. All you have to do is sit still in the House, and you are 
back in competition, at a reasonable difference. 
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When they are living about like we are, when the people in the other 
nations are living as we are, then free trade is the automatic and 
immediate result. I am for free trade on that basis. But you never | 
see that in print. If you got it in the New York Times, I will buy | 


you a new hat. I will buy you a new hat if it ever appeared. p I 
If what I say is true, would you pupmnally favor no action on this | | 
1934 trade agreements, but let it expire ? be 


Mr. Veurrorr. On that basis, if recourse were as you say, to increase Wi 
the tariffs that we would need to protect our wage rates. The way 

§ 

f 


I look at this, it is really just nine-tenths the protection of our own p 
wage rates. If an outfit in Massachusetts had to pay $2.50 an hour 
for labor and had to compete with one in Alabama at 70 cents, we k 
would consider that ridiculous. Yet why does 3,000 miles across 
the ocean make a difference? We would be in favor of anything | 


that would provide equalization. In various talks I have made, [ | 
have talked for what I would call wage equalization rates, which would ~ : 
diminish as wages over there increase. By an by we would have free — 
trade, if they came up with the same values per hour of what they 
paid as we did. 

Senator Matone. Mr. Chairman, I think this a perfect witness. 

Now, we say we want to raise the wage in foreign nations, do we | 
not? Let me tell you now, and I have talked facts before, but this is | 
only my conclusion after studying it 12 years here and for 15 years 
before I came here. That is that our policy betrays our objective. 
Our Americans have now put more than $50 billion in private invest- 
ments abroad, taking our machinery and using the cheap labor. 

This is the way they do it, and I have been in every nation in the 
world. I go there to see the industry. I don’t go there for social 
pur sr They take anywhere from 2, 3, 5 to 7 percent of American 
workingmen, who are highly trained. 

They take these low cost folks, the wages of $2.50 a day, and $3 
and within 30 days in this business of ours now adays, with everything 
mechanical, practically, they can be almost as efficient as the men 
teaching them. 

There are very few nations that do not have the energy and the 
vigilance. Most of them do. Then the only difference is the dif- 
ference in wages plus the cost of low water transportation. That is 
the only difference there is. You have the latest. machinery, Ameri- 
can machinery. I spent 2 weeks in a plant in northern Chile, one of 
the finest companies in the world, Anaconda Copper, running an out- 
fit in our State, in Nevada, one of the finest companies in the world. 

Where do you thing the best smelter, the latest, most efficient 
smelter in the world is? I will tell you. You don’t have to guess, 

It is in northern Chile, because it is the last one. Now we will go 
up in Peru, just across the line from Chile, southeastern Peru. It has 
now developed a very large deposit to put in a new smelter and it 
will be the best smelter in the world because it is the last one. 

All of this poppycock about we can compete, with our know-how, 
as the president of the company Revere Brass said, that is the one 
I think it was, those were his exact words. 

Of course, he didn’t have a chance on earth, and he knew it. I told 
him that. He hasn’t been back, because I reminded him of the tariff 
he had on his products. But he wanted to put the copper people out 
of business in this country. 
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So all you have to do, again I say, is to sit still here in Congress, 
if that is possible for another month, and this business is pretty well 
ironed out. 

What do you believe your people would think if they knew what 
I am telling you? 

Mr. Vevrrorr. I wouldn’t anticipate what they would believe. I 
believe with that kind of situation explained to them, their attitude 
would be different than what it is with no knowledge. 

Senator Martone. I can’t understand the president of a brass com- 
pany having no knowledge of what is going on. 

Mr. Vextrrorr. You would admit yourself that that wasn’t generally 
known. 

The CHarrmMan. Senator, we have only heard 1 witness and we 
have 9 more on the list. 

Senator Matonr. Do you want to do this now and then we can hold 
on to him ? 

The CHarrman. After we finish these other witnesses, you may come 
back to this witness. 

Senator Matone. I will take about 3 or 4 minutes more, and I 
believe it is a good idea to finish it now. 

The Cuarrman. I realize that, but these other witnesses are anxious 
to get away. 

Senator Martone. I think maybe 1 or 2 of those wil: have a little 
tougher time than he is figuring on. 

The CHatrman. You can have all the time you wish. We will 
continue the hearing for a week, if necessary, to let you bring out all 
the facts that are essential. 

Senator Matonr. Can I have a few more questions ? 

The Cuarrman, Yes. 

Senator Martone. I told you that if I started, 1 wanted to finish 
this time. 

To me, this is no joke. 

Mr. Veurtrorr. I agree with you. Don’t misunderstand. This is 
serious business. 

Senator Matong. I cannot conceive of a Congressman or Senator 
voting for this thing when he knows that he is favoring one industry 
over another through the White House or through Geneva, if any 
of them remain in business. But if you will look over the voting 
record—you live in New York, don’t you? 

Mr. Veurtrort. I live in Connecticut. My office is in New York. 

Senator Martone. You have some work to do in Connecticut, I will 
tell you that, that you can do there without any trouble. Will you 
then complete this record by wiring your people of the salient facts 
as I have given them to you? I ata you can assume they are true, 
and if they are not, we will wipe out the evidence. See what position 
they take. 

Mr. Veurrort. I will be glad to. 

Senator Matonr. Then if the position they take is in line with that 
you and I have decided to be pretty good for the industry and the 
workingmen and investors of the United States, would you do a 
little work on your Congressmen and Senators? 

Mr. Veurrorr. Well, once our members have been informed, we 
have always urged them to keep in close touch with their representa- 
tives in Congress. 
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Senator Martone. Mr. Chairman, I ask unanimous permission to 
have a letter from the Tariff Commission placed in the record at this 
point. [er 

The Cuarman. It may be carried in the record at this point. 

(The letter referred to follows :) 


UNItrEpD STATES TARIFF COMMISSION, 
Washington D. C., March 4, 1958. 
Hon. Grorce W. MALONE, 
United States Senate. 


DEAR SENATOR MALONE: This is in response to your request this morning for an 
explanation of how the ‘Protocol of Provisional Application of the General 


Agreement on Tariffs and Trade” permits the United States to withdraw from | s¥ 

that agreement upon 60 days’ notice. D 
The basic general agreement was signed at Geneva on October 30, 1947. Dv; 

Article XXXI of the general agreement provided that any contracting party s 

may withdraw from the agreement on or after January 1, 1951, upon 6 months’ e 

notice. Article XXVI of the agreement provides for the definitive entry into ‘ 

force thereof under specified conditions. The agreement, however, has never H ‘ 


entered definitively into force. However, it has been applied by the United 
States since January 1, 1948, pursuant to the “Protocol of Provisional Appli- 
eation of the General Agreement on Tariffs and Trade” signed at Geneva, 
Switzerland, on October 30, 1947, the same date on which the general agreement 
itself was signed. 

Paragraph 5 of the Protocol of Provisional Application provides that “Any 
government applying this protocol shall be free to withdraw such application, 
and such withdrawal shall take effect upon expiration of 60 days from the 
day on which written notice of such withdrawal is received by the Secretary- 
General of the United Nations.” Since the United States is one of the gov- 
ernments applying the Protocol of Provisional Application, and since the general 
agreement is being applied by the United States in pursuance of the protocol, it 
follows that the United States, under paragraph 5 of the protocol, may with- 
draw the provisional application of the agreement upon the expiration of 60 
days from the day on which written notice of such withdrawal is received by 
the Secretary-General of the United Nations. If the United States should 
withdraw the provisional application of the agreement pursuant to the protocol, 
it would automatically cease to apply the provisions of the general agreement 
because the agreement will not have entered into force pursuant to article XXXI 
of the general agreement. 

Sincerely yours, 





SES EI 


Epcar B. BrRossarp, 
Chairman. 


Senator Martone. And then section 336 of the 1930 Tariff Act to 
follow that letter. 

The Cuatrman. That will be done, without objection. 

(The document referred to follows :) 


EXceERPTS FROM SECTION 336, THE TArRiFF Act or 1930, PusLic LAw 361 


Sec. 336. EQUALIZATION OF COSTS OF PRODUCTION. 

(a) CHANGE OF CLASSIFICATION oR DutIes.—In order to put into force and 
effect the policy of Congress by this Act intended, the Commission (1) upon 
request of the President, or (2) upon resolution of either or both Houses of 
Congress, or (3) upon its own motion, or (4) when in the judgment of the 
eommission there is good and sufficient reason therefor, upon application of any 
interested party, shall investigate the differences in the costs of production of 
any domestic article and of any like or similar foreign article. In the course 
of the investigation the commission shall hold hearings and give reasonable 
public notice thereof, and shall afford reasonable opportunity for parties inter- 
ested to be present, to produce evidence, and to be heard at such hearings. The 
commission is authorized to adopt such reasonable procedure and rules and 
regulations as it deems necessary to execute its functions under this section. 
The commission shall report to the President the results of the investigation 





h to 
his 


ral 
om 


‘7, 
ty 
1s’ 
tO 
> 
d 


sms 


LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 581 


and its findings with respeet. to such differences. in costs of production. If 
the conimission finds it shown by the investigation that the duties expressly fixed 
by statute do not equalize the differences in the costs of production of the 
domestic article and the like or similar foreign article when produced in the 
principal competing country, the commission shall specify in its report such 
increases or decreases in rates of duty expressly fixed by statute (including any 
necessary change in classification) as it finds shown by the investigation to be 
necessary to equalize such differences. In no case shall the total increase or 
decrease of such rates of duty exceed 50 per centum of the rates expressly fixed 
by statute. 

(b) CHANGE TO AMERICAN SELLING Price.—If the commission finds upon any 
such investigation that such differences can not be equalized by proceeding as 
hereinbefore provided, it shall so state in its report to the President and shall 
specify therein such ad valorem rates of duty based upon the American selling 
price (as defined in section 402 (g)) of the domestic article, as it finds shown 
by the investigation to be necessary to equalize such differences. In no case 
shall the total decrease of such rates of duty exceed 50 per centum of the rates 
expressly fixed by statute, and no such rate shall be increased. 

(c) PROCLAMATION BY THE PRESIDENT.—The President shall be proclamation 
approve the rates of duty and changes in classification and in basis of the value 
specified in any report of the commission under this section, if in his judgment 
such rates of duty and changes are shown by such investigation of the commis- 
sion to be necessary to equalize such differences in costs of production. 

(d) EFrecTiIve DATE OF RATES AND CHANGES.—Commencing thirty days after 
the date ef any presidential proclamation of approval the increased or decreased 
rates of duty and changes in classification or in basis of value specified in the 
report of the commission shall take effect. 

(e) ASCERTAINMENT OF DIFFERENCES IN Costs OF PropucTIoN.—In ascertaining 
under this section the differences in costs of production, the commission shall 
take into consideration, in so far as it finds it practicable— 

(1) IN THE CASE OF A DOMESTIC ARTICLE.—(A) The cost of production as 
hereinafter in this section defined; (B) transportation costs and other costs 
incident to delivery to the principal market or markets of the United States 
for the article; and (C) other relevant factors that constitute an advantage 
or disadvantage in competition. 

(2) IN THE CASE OF A FOREIGN ARTICLE.—(A) The cost of production as 
hereinafter in this section defined, or, if the commission finds that such cost 
is not readily ascertainable, the commission may accept as evidence thereof, 
or as supplemental thereto, the weighted average of the invoice prices or 
values for a representative period and/or the average wholesale selling price 
for a representative period (which price shall be that at which the article 
is freely offered for sale to all purchasers in the principal market or markets 
of the principal competing country or countries in the ordinary course of 
trade and in the usual wholesale quantities in such market or markets) ; (B) 
transportation costs and other costs incident to delivery to the principal 
market or markets of the United States for the article; (C) other relevant 
factors that constitute an advantage or disadvantage in competition, includ- 
ing advantages granted to the foreign producers by a government, person, 
partnership, corporation, or association in a foreign country. * * * 


Senator Maronr. Mr. Chairman, I would say to the witness here, 
and it may be of interest to the other witnesses coming on, that the 
letter and that section make very clear what I have just told you. 

The Cuamman. Thank you very much, Mr. Veltfort. I appreciate 
the facts that your testimony has brought out here, and they will be 
given careful consideration. 

Congressman Cooley is here now. He was supposed to be the first 
witness today. He has other engagements. I would like to permit 
him to make his statement. 

Congressman Cooley. 


| 
| 
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STATEMENT OF HON. HAROLD D. COOLEY, CONGRESSMAN FROM 
THE STATE OF NORTH CAROLINA 


Mr. Cootey. Thank you very much, Mr. Chairman, for permitting 
me to make a brief statement. I do have a committee in session at this 
moment, and I must return to the committee room. I am here on 
account of my interest in the minerals situation, particularly with 
reference to tungsten. I think the largest tungsten-mining operation 
in the country is located in Vance County, my district. They employ 
more than 400 people in the mines there. 

These telegrams and letters are an indication of the interest I have 
going on there now, with numerous telegrams, communications, and 
calls from the people whose livelihoods will be taken away from them 
at the end of this month, unless some action is taken that will enable 
the mines to stay in business. 

I favor the bill which you have before your committee. I want to 
mention the fact that the basis for that bill is not new. We are keep- 
ing the sheep people of America in business by virtue of the wool 
program, and we are protecting our producers of sugarcane and 
sugar beets by the sugar program. I think that the tungsten~is vital 
to the domestic economy and to our national defense. If there is 
anyway that this Congress can devise keeping these mines in oper- 
ation, 1t seems to me that this is the approach. I think our mine in 
Vance County is one of the low-cost mining operations. Of course, I 
realize that the welfare of four or five tohdeal breadwinners is of 
great importance, but I think even of greater importance is the fact 
that we should be sure that we have tungsten at all times in sufficient 
quantities to meet all of the needs of our great Nation. 

I want to present, if I may do so now, Senator, Mr. Bill Weaver, 
who is the president of the Tungsten Mining Corp., of Henderson, 
N. C., who would like to make a statement in favor of this legislation 
also. 

Senator Warxrns. Could I ask the Congressman a question ? 

Mr. Cootry. Yes, sir. 

Senator Warkins. Or, rather, make an observation. You realize 
we now have a law on the books to give some aid to the tungsten indus- 
try, and appropriations have been made for a time under that pro- 
gram, for the purchase of tungsten. 

The Senate approved the appropriations at least twice and the 
House turned them down. Don’t you think our efforts ought to be 
directed to somebody in the House to get that thing carried ? 

Mr. Cootry. I agree with you, Senator, that they turned it down 
over my objection. I did all I could to have that program continued 
in operation. But, as you know, it was defeated in the House. I 
think it was actually a breach of faith on the part of the Government 
to stop that program because our people had been led to believe that 

the program would be continued. 

It seems to me that since the administration is willing to support 
this bill, we would have a chance to pass this bill in the House, and I 
believe we can pass it in the House. 

Senator Warkins. What about appropriations? Do you think we 
will have any better luck with the tungsten in the future than we are 
now having? 
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Mr. Cootry. We probably would, because I think this would be 
considered a far more reasonable approach to the program. 

Senator Warxins. In other words, $30 a ton instead of $55 a ton? 

Mr. Cooter. Yes. 

Senator Warxkins. That might convince some of the people over 
there ? 

Mr. Cooter. Yes. 

Senator Warxins. I think the Senate has been more favorable to 
the program, I know it has, because it has voted twice at least for 
appropriations. 

r. Cootey. And twice we turned them down. 

Senator Warkins. Yes. 

You can probably give us a little expert advice on the whole pro- 

am. Do you think we would be able to get some money from the 

ouse, where they would be willing to appropriate money, to keep 
this subsidy program going, if we get it passed ? 

Mr. Coo.ey. I hope so. 

Senator Watxins. We all hope so, but what about the probabilities? 

Mr. Cooter. You might exact a promise from me here. I am willing 
to promise you almost anything, with this bill moving. 

enator Barrett. Mr. aoe let me say I have known Congress- 
man Cooley for a long time. He has a tremendous lot of power and 
influence over the House, but he is not in a position to guarantee what 
the House will do. I am sure with this bill on the books, he will be 
able to get the job done. I want to say to him that I am very much 
pegeenns with his statement here this morning. 

heard him discuss this matter on many other occasions, but I am 
particularly impressed with the fact that if his State is having trouble 
certainly the producers over the country will be in much more difficulty 
because his is a low-cost producing mine. I agree with him 100 per- 
cent. I certainly am just as interested in tungsten and the difficulties 
of that industry and the whole mining industry as I am in the sheep 
industry. I will do everything I can to be of help in this matter. 

Senator Watkins. I will say I agree with him largely, but I wanted 
to alert him to one of our principal difficulties. I didn’t know whether 
he knew it or not. 

Mr. Cooter. Thank you very much. I am very much aware of it. 

Mr. Chairman, will you hear Mr. Weaver now ? 

The Cuatrman. Are there any other questions of this witness? 

If not, thank you, Congressman Cooley. You have another engage- 
ment so we will excuse you. 

Mr. Cootry. Thank you. 

The Cuarrman, We will next hear from Congressman L. H. Foun- 
tain, of North Carolina. 


STATEMENT OF HON. L. H. FOUNTAIN, CONGRESSMAN FROM THE 
STATE OF NORTH CAROLINA 


Mr. Fountaw. I am here, Mr. Chairman, primarily for the purpose 
of concurring in remarks made earlier by my colleague, Congressman 
Cooley. I believe Mr. Weaver, president of the tungsten mine in 
Vance County, N. C., is in support of the Seaton plan for minerals. 


| 
' 
. 
. 
; 
, 
i 











584 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


I am not familiar with the entire legislation, as I have not yet had 
an opportunity to study it. But I am familiar with the basic purpose 
of it. I simply want to concur with what they said, lend my support 
to it, and ask permission of this committee to tender a statement at 
some subsequent date. That is the only statement I care to make at 
this time, Mr. Chairman, 

The Cuatrrman. Thank you very much. 

Senator Martone. May I ask a question® 

The Cuarrman. Senator Malone. 

Senator Martone. I appreciate your coming here because there 
should be closer cooperation, in my opinion, on these very important 
questions between the House and the Senate. I, too, have said I am in 
favor of Mr. Seaton’s program as an interim plan, until such time as 
Congress can make up its mind what it is going to do in the division 
of the markets of the United States with the nations of the world. 
But this will not work, simply because it is not on any principle. 

But. this is the reason I favor it. Because Secretary Seaton is the 
first man in 24 years that has been able to break through that Iron 
Curtain or sound barrier, whatever it is, at the White House under 
® Presidents, and get the White House to admit that it must have, 
that any industry in this country must have, a fixed price, enough 
above the world price to make the difference between the wages, taxes, 
and cost of doing business here and in that chief competing nation, or 
must have a duty or tariff to do that. 

As long as they have admitted that they must have that price, then 
it is a matter of discussion as to who should do that job and on what 
principle. T still believe the Tariff Commission, the agent of Con- 
gress, should do it; that it is the job of Congress under article I, sec- 
tion 8, and the principle should be on the basis of favor and reasonable 
competition, letting a tariff, duty, or whatever you want to call it, 
represent that difference in the average cost, not the high cost of each 
nation but the fair cost, and it is flexible under the 1930 Tariff Act, 
as you know. 

Under their own motion, or the request of anybody, when they have 
reason to believe that the situation has changed, they can reexamine it 
and just keep it on that principle. As long as Congress has that 
principle, then private money will go into investments in the Nation. 
When the President can trade a part or all of any industry at any time, 
as testified by Secretary Dulles, when he thinks it will further his 
foreign policy, then no private money can go into any industry, 
obviously. 

Or as long as Geneva, under the General Agreement on Tariffs and 
Trade, any multilateral agreement that they may make, and I know 

you are aware of this fact, the GATT regulations say that they do not 
rave to keep their part of the agreement as long as they can show they 
are short of a dollar balance, which they can always show until our 
capital and markets are equally divided among all 36 nations. 

Another thing I would say—and you have a terrific responsibility 
over there this week, as we will have if you send it over here, which 
I hope you do not do—is when you are voting on it, I would like to 
call your attention to this one thing. The Constitution of the United 
States appointedly separates the regulation of the national economy, 
the regulation of foreign trade, and the fixing of duties, imports, antl 
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excises, What we call tariffs, when it separates that job from the fixing 
of foreign policy. 

The fixing of foreign policy was put in the executive department 
in article II, section 2. The regulation of foreign trade was put in 
the hands of Congress through article I, section 8. 

Those old hedgehogs have been pushed around by experts, kings, 
queens, and dictators, that had both in their hands, the fixing of 
foreign policy and also trade. 

So Washington, Jefferson, Franklin, and others were adamant 
that that should not happen. But it did happen in 1934 when the 
Congress of the United States, for fear of their lives, I think, the 
political lives, transferred the regulation of foreign trade to the 
Executive, contrary to the Constitution of the United States. 

Ten times since then, the same kind of a Congress has kept it there 
under threats of the White House, and that is what it is doing 
today—aunder threat of the White House. 

It would be just as reasonable, I would say to you, Mr. Congress- 
man, if we passed a bill in Congress to transfer the fixing of foreign 
policy to the legislative branch. Everybody would be up in arms. 
It would be just as bad, or worse, I think, to transfer the regulation 
of foreign trade and the adjustment of duties and excises, which we 
call tariffs, to do that job, to the Executive, when, as a matter of fact, 
all they have to do is just sit still, and go back to an act which is 
flexible. 

It will do exactly what your people in North Carolina need. We 
sent a bill over there four times on tungsten, with the money from 
the Senate to carry on tungsten and other minerals. 

Your House turned it down, The Malone-Aspinall deal, which is a 
good deal like the act that the Secretary of the Interior is advocating, 
is still good until 1959, but it is no good without money. The only 
thing to do is just sit still over there this week, and you will go right 
back to the Tariff Commission, being an act of Congress of basis of 
fair and reasonable competition, and you are in the tungsten business. 

The CHairman. Thank you very much, Congressman, for your 
statement. 

The next witness will be Mr. William M, Weaver, Jr., president of 
the Tungsten Institute, and president, Tungsten Mining Corp., Vance 
County, N.C. 


STATEMENT OF WILLIAM M. WEAVER, JR., PRESIDENT OF THE 
TUNGSTEN INSTITUTE AND PRESIDENT OF THE TUNGSTEN 
MINING CORP., VANCE COUNTY, N. C. 


Mr. Weaver. I am William Weaver, president of the Tungsten 
Mining Corp., which company has been operating in North Carolina 
continuously for the past 15 years. 

The CuHarrMan. You are president of the Tungsten Institute ? 

Mr. Wraver. Yes. That is a nonprofit organization financed by 
certain domestic producers which has been sponsoring research at 
Stanford Research Institute. 

Senator Bioie. For the record, who are the present members of 
the Tungsten Institute, Mr. Weaver ? 

Mr. Weaver. There are 13 of them. 
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Senator Biste. I think that might be furnished for the record. You 
can furnish it later. I will not interrupt your testimony now. 

I think it will be helpful to us as we might be asked. 

(Mr. Weaver subsequently submitted the following :) 


MEMBERS OF THE TUNGSTEN INSTITUTE (DURING THE PERIOD SEPTEMBER 1, 1956, 
TO JUNE 1, 1958) 


Boulder County Mining Association, 420 Pine Street, Boulder, Colo. Class A 
member. George Cowdery, president. 

Climax Molybdenum Co., 500 Fifth Avenue, New York, N. Y. Class B. member, 
Arthur H. Bunker, president. 

Consolidated Uranium Mines, Inc., Post Office Box 2578, Salt Lake City, Utah, 
Class Bmember. Edward Frawley, president. 

Engel, Rene, Post Office Box 96, Wofford Heights, Calif. Class A member. 

Getchell Mine, Inc.,* Post Office Box 2520, Reno, Nev. Class B member. Roy A. 
Hardy, vice president. 

Idaho Maryland Mines Corp., 983 Mills Building, San Francisco, Calif. Class B 
member. Bert C. Austin, president. 

Minerals Engineering Co., Post Office Box 1951, Grand Junction, Colo. Class B 
member. Blair Burwell, president. 

Nevada-Massachusetts Co.,’ Post Office Box 996, Sonora, Calif. Class B member 
Clarles H. Segerstrom, Jr., president. 

New Idria Mining & Chemical Co., Strawberry tungsten division, 1950 Tyler 
Street, Fresno, Calif. Class B member. M. ©. Richardson, manager. 

Surcease Mining Co.,* 214 30th Street, Sacramento, Calif. Class B member. 
John W. Hoefling, president. 

The Wolfram Co.,’ Lovelock, Nev. Class B member. John M. Heizer, president. 

Tungsten Mining Corp.,’ headquarters : 500 Fifth Avenue, New York, N. Y. Class 
B member. William M. Weaver, Jr., president. 

Wah Chang Mining Corp.,, Woolworth Building, New York, N. Y. Class B 
member. K. C. Li, president. 


Mr. Weaver. As of the 27th of this month, the mine in North 
Carolina is being shut down. I understand that as of the Ist of 
July, out of 206 tungsten mines operating in the United States 2 years 
ago, there will be atv 1 left operating. 

Senator Bratz. The one mine will be left after North Carolina is 
what mine? 

Mr. Weaver. Union Carbide. 

Senator Matonr. Union Carbide is interested somewhat in foreign 
nation production, too; are they not ? 

Mr. Weaver. I don’t believe they have any interest in tungsten 
production. 

Senator Matone. I mean general production. 

Mr. Weaver. Yes; in certain other metals. 

Senator Maton. Do they have any interest in high grade steel or 
tool steel of any kind in this country, in the manufacture ? 

Mr. Weaver. Yes. 

Senator Martone. Tungsten carbide ? 

Mr. Weaver. That is one of the largest manufacturers of tungsten 
carbide in the United States. 

Senator Matonr. Tungsten, then, enters into the production of the 
ferroalloys? 

Mr. Weaver. Ferrotungsten, tungsten metal powder, and tungsten 
carbide; yes, sir. 


1 Charter member. 
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Senator Martone. That is all. 

Mr. Weaver. The reason we are shutting down the mine, of course, 
is because we cannot compete with the imports of tungsten from over- 
seas, and because our domestic producers are being hurt by the imports 
of tungsten metal products. 

The closing down of the mine is bad enough in itself, but it will also 
mean that the research program that the Tungsten Institute has been 
sponsoring the past 214 years will probably come to an end because 
the tungsten producers will not be earning any income to keep this 
research going. 

Senator Matonr. Is that Mr. Thielemann, of Stanford Research 
Institute, who is leading this research ? 

Mr. Weaver. That is correct. 

Senator Matone. Has there been any significant advances made in 
the use of tungsten ? 

Mr. Weaver. Mr. Thielemann has developed an alloy called WI-52, 
which has been quite successful. 

Senator Martone. In what? 

Mr. Weaver. In use in jet engine alloys. 

Senator Matonr. It is heat resistant ? 

Mr. Weaver. Yes. 

Senator Matone. Technically can you testify to the heat resistant 
qualities of this new alloy ? 

Mr. Weaver. I wouldn’t say I am qualified as a metallurgist. 

Senator Matone. Do you cover it in your statement ? 

Mr. Weaver. I will provide it for the record. 

(The following exhibit was subsequently received :) 































Composition and properties of WI-52 alloy 
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The Cuarrman. Do you have a prepared statement / 

Mr. Weaver. No, sir; I do not. 

The CuarrMan. You may proceed and give testimony you wish. 

Mr. Weaver. As you know, tungsten has the highest melting point 
of any metal, approximately 6, 100° F. We feel that anything that 
the Government can do to help keep the domestic tungsten industry 
alive would help this country, national-securitywise, in the long run. 

For that reason, we are in “favor of the proposals on which you are 
now holding hearings. That is about all I have to say, Mr. Chairman. 

The CuarrMan. Have you any questions, Senator Malone / 

Senator Martone. You were present when I questioned the repre- 
sentative of the brass industry. Did you understand our questioning ? 

Mr. Weaver. Yes, sir, it was very interesting. 

Senator Martone. And the answers ? 

Mr. Weaver. Yes, sir. 

Senator Martone. Would you be in favor of Congress just allowing 
this regulation of foreign trade to revert to the Constitution, which 
says Congress shall regulate it ? 

Mr. Weaver. I would like to see it come back to Congress. 

Senator Martone. Under the conditions of article I, section 8 of the 
Constitution, C ongr ess shall regulate, shall adjust it, the cuties, impose 
its excises, what. we call tariffs, and shall regulate foreign trade. And 
under the 1930 Tariff Act, of course, the Tariff Commission had long 
been an agent of Congress, but there the agent of Congress, created 
by Congress, shall adjust the duties, impose itself and excises on 
that basis of fair and reasonable competition, which would be the 
difference between the cost of production here, not the high or low cost, 
or the high or low cost of the chief competing country, but a reasonable 
cost, and recommend that as a tariff which would be flexible, and 
which would be lowered or raised in accordance with the difference 
between the wage and living standard and cost of doing business 
here and in any chief competing country. You understand that ? 

Mr. Weaver. Yes, sir. I am 100 percent in favor of flexible tariffs. 
It would be the best we could get 

Senator Matonr. Do you “read in the eastern papers consistently 
that you are a high tariff advocate? That is, anyone who wants to 
make that difference is a high tariff advocate. 

Mr. Weaver. That is the impression I get. 

Senator Martone. That is all I see in the papers. I have never been 
for a high tariff or a low tariff and I have never heard of anyone who 
favors the principle that is. But it is one that is facing the Congress. 
You know this week it ts to be voted on in the House; do you not? 

Mr. Weaver. Yes. 

Senator Martone. I think the newspapers could do a very great 
service to this country to tell exactly what would happen in the event 
they send that bill back to committee, where, of course, it should go. 
Have you seen any explanation of what happens following June 30, 
in the newspapers / 

Mr. Weaver. I haven’t seen anything spelled out at all. 

Senator Matone. It is in the record here now and available to a 
good many of them, but it has been here for 12 years. I have been 
here for 12 years now. But I am a high tariff advocate, when you 
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read the newspapers. You were going to testify about the Seaton 


proposal ; weren ‘t you! 

Mr. Weaver. Yes, sir. 

Senator MALonr. Go ahead and tell us something about the Seaton 
proposal. 

Mr. Weaver. Do you mean as it applies to tungsten? I am in 
favor of the Seaton proposal as it is now written, although ideally I 
would prefer flexible tariffs. 

Senator Matone. But you think it is better than nothing 4 

Mr. Weaver. I think it is better than nothing. 

Senator Matone. Sodo I. 

Mr. Weaver. The industry is now in a position that it must take 
anything it can get. 

Senator Matone. That is the reason I told Secretary Seaton that 
I am for it, until Congress decides what they are going to do. They 
have never had the guts to do that in 24 years, but they 1 may this year. 
He has broken through the sound barrier at the White House, and 
he can only go as far as the White House will let him. 

I think he would go a good ways by himself. But they have agreed, 
apparently, on what he has recommended—the various prices. The 
reason, of course, it cannot work is because there is no method laid 
down by which it can be adjusted. And if the chief competing 
nation or the competing nations reregulate their money in terms of 
the dollar, the next day they can have it thrown out of gear, can they 
not ¢ 

Mr. Weaver. It means nothing. 

Senator Matone. And also with any agreements, or if they want 
to come in and sell this tungsten, all they have to do is to subsidize 
it by their Government, and we give them the money to do that; don’t 
we / 

Mr. Weaver. That has been going on in South Korea and Bolivia. 

Senator Martone. And that $4 billion can be used in new mines 
and new processing industries ; can it not ? 

Mr. Weaver. The cost of production there means nothing. 

Senator Matone. In Korea, we financed the entire business, didn’t 
we / 

Mr. Weaver. Korea has received over a billion dollars in aid. 

Senator Martone. I cannot find any disagreement with you. It is 
just something to hand an industry to let them live a little longer, this 
Seaton proposal. 

Mr. Weaver. Yes, but the industry needs money to continue to live, 

Senator Breve. I would like to ask a couple of questions for the 
record. 

How many men will be let out of work when you close your tungsten 
mine in North Carolina on the 27th of this month ? 

Mr. Weaver. 420 men. 

Senator Brsie. 420 men will be completely laid off ? 

Mr. Weaver. That is right. We have had as high as 650 men. 

Senator Biste. If the Seaton stabilization plan were to become law, 
would you then be in a position to rehire the 420 men ? 

Mr. Weaver. We would still have to make sales to get benefit from 
the Seaton program. 

Senator Brats. That is why | posed the question. 
what the demand for tungsten was at the present time. 


I was wondering 
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Mr. Weaver. I would anticipate that we would probably not open 
up the mine for 5 or 6 months. We would have to wait for sales to 
catch up to us. 

Senator Brete. When sales do catch up and demand picks up in 
the tungsten field, then would the $36 per unit stabilization price 
permit your operation in North Carolina to stay in business? 

Mr. Weaver. It would. 

Senator Bre. I think other witnesses have testified that there 
would be only a limited number of tungsten producers that could stay 
in business with the $36 figure. I think the testimony is something 
in the neighborhood of 4 or 5 major tungsten producers and possibly 
an additional number of small tungsten producers. 

Mr. Weaver. I think that is substantially correct—about five of 
the major producers. 

Senator Brae. If there were sales and if the stabilization price 
were $36 per unit ? 

Mr. Weaver. Yes. Of course, in the case of tungsten, we have to go 
back into our inventory. 

Senator Brete. Yes, I recognize that. 

Mr. Weaver. But it is still necessary to make a sale. 

Senator Brete. What is the exact market position of tungsten as 
of today, the demand ? 

Mr. Weaver. The demand? There is very little demand. It is 
almost impossible to make a sale. 

Senator Bisie. At any price? 

Mr. Weaver. Well, I am talking about sales in large quantities. 
There are sales going on, but the market for tungsten today is very low. 

Senator Bisie. Do you have any rough estimate of the consumption 
by industry in 1958, this year, as compared to last year, quarterly 
figures, the first 3 months? I assume it is considerably off. 

Mr. Weaver. It is considerably off, but in such a situation any 
figures would be strictly a guess. 

Senator Brete. Do I understand you correctly that the work that 
has been commenced by Mr. Thielemann will not be continued ? 

Mr. Weaver. We still have some research funds in the Tungsten 
Institute, so we will continue for the time being. 

Senator Bratz. This committee has heard Mr. Theilemann many 
times, and speaking personally I was impressed with the work he was 
doing in this particular field of the uses of tungsten. It seems to me 
that in that particular field—of developing increased uses—was really 
the real future of the tungsten industry. 

I would certainly be hopeful that somehow or other your institute 
can find means to continue and further that research. 

Mr. Weaver. We will do all we can, but it means we will have to 
solicit contributions among people whose mines are shut down. If 
the mines were producing, it would be another thing. 

Senator Bisue. I understand some of the financial problems that you 
have. Certainly in our own State the tungsten industry is completely 
down, with the exception of 1 mine, where I believe they are employ- 
ing only some 55 to 60 men, and who are likewise, as you are, very 
seriously considering the absolute necessity of closing that mine be- 
cause of the economics involved. 

Mr. Weaver. This is a fact that we are shutting down. We have 
already taken steps to do that. 
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Senator Biste. Insofar as your North Carolina operations ? 

Mr. Weaver. That is right. 

Senator Bratz. And with the closing of your North Carolina oper- 
ation, there will be only one tungsten operation going on? 

Mr. Weaver. That is right. With the exception, that is, of the 
operation you referred to. 

Senator Biste. That is right. I realize that. But he is operating 
with only 55 or 60 men, and I assume that many of the problems that 
you are facing, and which the industry is facing, he is also facing. 

That is all I have, Mr. Chairman. 

Senator Atiorr. With respect to these mines, when were they 
opened up? 

Mr. Weaver. They have been operated continuously since 1943. 

Senator Atvorr. Prior to that time ¢ 

Mr. Weaver. They were practically discovered at that time. 

Senator Attorr. About 1943? 

Mr. Weaver. Yes. 

Senator AtLorr. What has been the general level of production 
since then? Have there been violent fluctuations in production since 
that time ’ 

Mr. Weaver. Under the Government program we got production 
up to 14,000 short ton units a month, and we have been producing re- 
cently about 10,000 short ton units per month. 

Senator Atuorr. What is your idea about stockpiling ¢ 

Mr. Weaver. Should the Decteveisund stockpile tungsten / 

Senator ALLorr. Yes. 

Mr. Weaver. I think the Government should stockpile tungsten if 
it is necessary to keep the domestic tungsten industry going. 

Senator ALtorr. To what extent do you think the Government ought 
to stockpile tungsten ¢ 

Mr. Weaver. Well, to the extent of 300,000 short ton units per year, 
approximately, 

enator At.orr. In terms of foreseeable use, to what extent do you 
think the Government should stockpile tungsten ¢ 

Mr. Weaver. I think what you are driving at is that the Govern- 
ment has a large stockpile of tungsten now, and some contracts still 
going with foreign countries which will all be terminated, I believe, 
except one, as of the end of this year. On account of that stockpiling 
of foreign tungsten, they have quite a bit of tungsten in the stockpile, 
and the question is why should they go on putting more money into 
tungsten. 

I say the only reason they should do it is in order to keep the do- 
mestic tungsten industry alive. Whether they get stabilization pay- 
ments or stockpile it, they get some value if they stockpile it. 

Senator Atuorr. If they stockpile it beyond a reasonable amount, 
does it stand to reason that regardless of the stockpile, it has a de- 
pressive effect upon the tungsten situation ‘ 

Mr. Weaver. This will have the short-term effect of reducing prices, 
I imagine. 

Senator Attorr. You are talking about subsidy ¢ 

Mr. Weaver. Price stabilization, yes. 

Senator Attorr. Iam talking about stockpiling. 

Mr. Weaver. That shouldn’t reduce the price. 
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Senator Atxorr. You say it will not ? 

Mr. Weaver. No, it should not. 

Senator Atiorr. How are you going to avoid reducing stocks and 
reducing price by means of stockpiling ? This is a question which we 
have all tried to determine at sometime or another. As you realize you 
couldn’t appear before a committee in the world in which you had 
more sympathy than before the Interior Committee of the United 
States Senate. Nevertheless, in spite of that, I think many of us are 
concerned that the stockpiling provisions which we have had may have 
induced the actual situation which we face now, and had we not stock- 
piled so much, perhaps we wouldn’t be in quite as drastic a situation 
as we find ourselves now, because we would not have created the 
production. 

That is the reason I asked you about our own production figures, 
which is one of the problems. I believe as you do, perhaps, that S. 3892 
is the only way out. I am not sure it is by any means a long-term an- 
swer to this situation. 

So you think it is? 

Mr. Weaver. I prefer flexible tariffs as a long-term answer. No 
doubt the Government went overboard during the Korean crisis and 
made too many stockpile contracts for foreign tungsten. One of the 
biggest mistakes, I think, was stockpiling so much foreign tungsten. 

Senator Atiorr. You spoke of the new uses and of Mr. Theilemann’s 
developments in tungsten. As a matter of fact, for the sake of the 
record, although tungsten is the highest melting mineral that we have, 
its weakness is that in combinations and under high operating tem- 
peratures and pressures it tends to oxidize and the metals it is com- 
bined with tend to oxidize. I think we should have that in the record 
here because very few people know what the real trouble is. They 
think that you just add tungsten to things and you immediately have 
a metal whereby you can make all the jet engines you want. 

What is the situation with this new process sand its oxidization under 
high temperature operations / 

Mr. Weaver. Well, I think Mr. Theilemann works toward trying to 
overcome this oxidization by alloying with other metals, and to that 
extent he has been quite successful. 

Senator Atsorr. Has it been successful in practical results enough 
to prove an increased demand for tungsten ? 

Mr. Weaver. I understand that Pratt & Whitney is using this WI-52 
alloy that has been developed at Stanford Research Institute on a 
commercial basis. It has been very successful. 

Senator Atnorr. Thank you very much. 

The Cuarrman. Are there any other questions of this witness ? 

Senator Martone. I would like to ask a couple of questions. 

What do you think the future holds providing you should return to 
the fair and reasonable competitive formula in competition with for- 
eign nations? What do you figure the future holds for tungsten as 
far as quantity is concerned? 

Mr. Weaver. I think the use of tungsten should increase every yeat 
as the developments of research result in new and improved applica- 
tions. 

Senator Martone. I mean in the mining of the available tungsten 
in the United States, in furnishing that amount ? 
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Mr. Weaver. I think that with reasonable protection the low-cost 
mines will continue to operate, though domestic tungsten mining 
would be at low ebb. 

Senator Matone. You are talking about under present conditions ? 

Mr. Weaver. Yes, sir. 

Senator MALonr. We were talking for 20 years under Mr. Ickes and 
other Secretaries of the Interior that we had no tungsten in the United 
States, weren’t we? 


Mr. Weaver. Yes. 


Senator Martone. That was a real bill of goods that was sold. He 
died thinking we had no tungsten and I think he was honest in his 
opinion. What amount of goods could we produce in the United 
States under the Malone-Aspinall to produce that amount ? 

Mr. Weaver. We could produce enough for all United States in- 
dustrial consumption. 

Senator Matone. Weren’t we producing about twice as much as 
currently being used ? 

Mr. Weaver. We did. 

Senator Maronr. And all of it was stockpiled for the reason that 
you had no act or tariff to make that different, but the consumers 
were buying from the foreign low-cost mines, weren't they ? 

Mr. Weaver. Yes. 

Senator Martone. So the entire American production went into the 
stockpile, did it not ? 

Mr. Weaver. Correct. 

Senator Martone. And which, of course, made it pretty bad. We 
had plenty of tungsten without question. I have forgotten the Con- 
gressman’s name over there that had a few tungsten carbide producers 
in his State. He was right that we had a lot of tungsten in the stock- 
nile, but he neglected to say that all of the consumed tungsten in the 
Winited States was being purchased from foreign markets at foreign 
wages. That was about right, wasn’t it? 

Mr. Weaver. Yes. 

Senator Martone. Do you consider it a subsidy for any material, 
whether it is coal, meat, minerals or textiles, to have a tariff that makes 
a difference in wages ? 

Mr. WreAvER. May I have that again ? 

Senator Martone. Would you consider it a subsidy in textiles, for 
example, or brass, as our represent: itive of the brass companies was 
testifying awhile ago, would it be a subsidy, Should it be called a 
subsidy, ‘if the tariff only equaled the cost of wages and the cost of 
business here and in the chief competing country ? 

Mr. Weaver. Should it be called a subsidy? No, I think it would 
be better to call it an equalization measure. 

Senator Matonr. I have always said it is not a subsidy unless you 
are for the low wages. If you are for the low wages, and you can 
get them on the Senate or House floor to say that, that will be another 
debate, that our wages ought to go down to meet those ws iges. If 
you are going to stay in business, then your wages would have to 
meet the ‘foreign wages, if you had no adequate tariff or fixed price 
to make the difference. 

Mr. Weaver. There would be no other way. 
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Senator Matonr. How would these workingmen live down there in 
North Carolina if you went down to the wages of our competing 
country ? 

Mr. ikea: It would be impossible. 

Senator Martone. Well, it is not impossible. We started out that 
way. Give me an idea. Would they be living in tents or would 
they have tents ? 

Mr. Weaver. It is impossible for me to say. It would be an impos- 
sible situation. 

Senator Matone. It would be to the workingman, would it not? 
If he wanted to try it, then you could stay in business ? 

Mr. Weaver. They wouldn’t work. 

Senator Matone. If they say, “Now, we will work at wages to com- 
pete with these foreign wages, and we have American machinery,” 
you could do that, could you not ? 

Mr. Weaver. But I wouldn’t want to run a business on that basis. 

Senator Martone. I know you wouldn’t. But I am asking you then 
could you operate ? 

Mr. Weaver. We could try, but I am sure we would be in violation 
of many Federal and State laws covering minimum working conditions. 

Senator Martone. Is every industry under this free trade headed for 
that or a shutdown ? 

Mr. Weaver. That is what the result will be, if something is not 
done. 

Senator Martone. You have heard the brass story this morning, a 
different story than what I heard about 5 years ago. 

Mr. Weaver. The economic situation has changed since. 

Senator Martone. It hasn’t changed any. It has caught up with us. 
We have had two wars and preparation for war. We have not let the 
dust settle, have we? 

Mr. Weaver. That is right. 

Senator Matone. It is about settled now, unless we have another 
war. Do you remember when it was decided by somebody, and I 
don’t know who, now, that the only way that you would not lower 
the tariffs here under this so-called reciprocal trade program, although 
they call it that since it was sold to the country without the phrase 
occurring in the act, under that act as extended the only industry they 
would allow to have an actual tariff was a national defense industry ? 

As a matter of fact, in 1789, when the first tariff was passed, and 
for the subsequent 150 years, the tariff, adjusted awkwardly at times, 
was to make a sound American investment, wasn’t it ? 

Mr. Weaver. That was the idea. 

Senator Mavone. So that you would raise your standard of living, 
raise the wages, raise your costs and taxes so you could build more 
schools and live more like we would lke to live. Finally we ended 
up with a fairly high cost of production. But the American market 
absorbs it. So when we changed the situation and said we would 
divide our markets, all except where we had to stay in business, except 
for national defense, we changed our policy. 

Of course, I think it was the greatest outrage ever brought about 
and an insult to the Constitution of the United States. But you have 
to show that you can’t defend the country without your product, or 
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you will be put out of business. That is exactly what it meant, 


didn’t it ? 

Mr. Weaver. That is right. 

Senator Matone. How do you discover new reserves in any kind 
of a mineral whether it is tungsten or something else? Do you dis- 
cover them when you are shut down or threatened to shut down, or 
do you discover new reserves as you go along and it is a profitable 
industry ¢ 

Mr. Weaver. You can only afford to work on discovery of new 
reserves when you are operating profitably. 

Senator Matonr. Then your exploration continues ? 

Mr. Weaver. Only until you shut down. 

Senator Matone. Isn’t there more tungsten known in the United 
States now than when Mr. Ickes started to sell price program ? 

Mr. Weaver. Yes. 

Senator Matone. Isn’t that true of everything? 

Mr. Weaver. Everything. 

Senator Matone. You do have these continuing foreign contracts 
that were made some years ago. I put them all in the Congressional 
Record at least once, or maybe 2 or 3 times, and we were paying more 
for tungsten than we were paying domestic producers under the 
Malone-Aspinall bill. Weren’t we? 

Mr. Weaver. There were some that were quite high. 

Senator Matone. You do not think that is necessary at all, if we 
just have a flexible tariff, adjusted to make the difference in the ef- 
fective wages, the difference between the cost of doing business here 
and in the chief competing nation ? 

Mr. Weaver. That is right. That is something they cannot criticize 
abroad too much. 

Senator Martone. They do criticize it, and the State Department 
is very critical. I remember last summer when they were talking 
about a tariff on zinc and lead. The State Department said, “You 
can’t do that, you cannot disappoint them this way.” 

In your opinion, is it better to have a few people out of work 
in Mexico or in the United States ? 

Mr. Weaver. Of course, we should do everything we can to maintain 
employment at home. 

Senator Matone. We have 1,400 of them out of work in the copper 
industry in Ely, Nev. The testimony of the representative of the 
brass industry changed completely from that given 5 years ago. 

That is all, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Weaver. 

Do you have a further statement to make ? 

Mr. Weaver. No, sir. 

The Cuarrman. Thank you very much for your statement. 

I would like to say that Senator Jordan, of North Carolina, called 
a few moments ago and asked that the record show that he is tremen- 
dously interested in the plight of the tungsten industry and is in 
favor of Senate bill 3892 as an approach to the problem. 

The next witness will be Mr. Ray Sullivan. 
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STATEMENT OF RAYMOND G. SULLIVAN, PRESIDENT OF THE 
MINERALS ENGINEERING CO., A COLORADO CORPORATION 


Mr. Sutiivan. My name is Raymond G. Sillivan. I am president 
of the Minerals Engineering Co., a Colorado corporation, with the 


tungsten mines in Montana and the reduction plant in Salt Lake City, 

Utah. 

I have been connected with the tungsten business, tungsten mining, 
since 1937, at which time I was in Boulder County, Colo., mining 
tungsten at that location. I was in Bishop, Calif., during the war. 

I was general superintendent of the Union Carbide operation at 
that location. 

The Cxarrman. In what part of the State are your mines located? 

Mr. Sutrivan. They are located in Beaverhead County, between 
Dillon and Butte. We have an 800-ton mill, 23 miles north of Dillon. 
We have mines all up and down the range to the west of the plant 
there which, up to August of last year, were in operation. 
time all plants and mines have been shut down. 

Senator Brare. Is that on all your operations or just in Montana? 

Mr. Sutxivan. In all our Montana operations. We have tungsten 
mines in Mexico. We have vanadium mines in Africa. I have lis- 
tened to testimony previous to this, previous to my getting up here, 
and I am very much interested in what the Senators have to: say about 

tariffs. When we shut down last August, we were forced to do so due 
to the fact that we had created at that time, the stocks of about 45,000 
units of tungsten which were unsold. 

These stocks were all produced to sell to the Government under 
Public Law 733, and everyone here knows that we didn’t get any 
money. Most of those stocks are still unsold. Our cost of producing 
these at that time was almost the same price as what we could have 
sold it for. Since that time, the markets have dropped below what 
our costs would have been if we had continued operation. 

At the time we shut down, we laid off 145 men in Montana; we have 
laid off about 50 men in Salt Lake City. Our shutting down of the 
Salt Lake plant cut the refining low-grade materials from any small 
producer in eastern Nevada, Utah, and 3 or 4 other producers in 
Montana. 


We are in complete agreement as an interim answer 


bill. 


Senator Martone. You mean as a temporary measure until you find 
out what to do? 
Mr. Sutiivan. Yes. We are not in favor of the Government sup- 


porting us or any other industry except under temporary periods. 
Senator Brete. What do you mean by temporary? Do you en- 
visage 5 years of eae 


Mr. Suuuivan. Five years we understand to be the length of this 
bill, but we would like to see it as less than 2 years. 

Senator Brsie. How long do you think it should be? 

Mr. Sutxivan. Two years, or until some other expedient or some 
other remedy is enacted. 

Senator Matonr. If you extend the free trade for 5 years, this 5 
years may be meant to coincide with that 5 years, and maybe it is 


meant to soften up a few Senators and Congressmen so that they can 
vote for the extension. 


Since that 
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Mr. Sutiivan. If, as you say, Senator, the present bill in the House 
is extended 5 years, we will need 5 years. 

Senator Matonr. You will need whatever time that this theory, this 
yrinciple, inaugurated in 1934, the division of markets with the nations 
of the world, the division of the American markets, that every time that 
covers or is ‘extended now or in any future time, if you are going to 
stay in business, you will need that additional money, will you not 

Mr. Suxuivan. That is right. 

I was here last time, last year, at the time testimony was given on 
733. 1 was also under the impression that the Senate had requested 
the Tariff Commission to make a report on the study of tungsten 
tariffs. To my knowledge that has never even started. 

Senator MaLone. They wrote us a very peculiar letter. They said 
they were unable to do that job. That was about the time they started 
hearings before the Ways and Means Committee in the House on the 
extension of the free trade. Immediately the Senate Finance Com- 
mittee wrote them a letter asking them to do this job. If we get any 
such letter there, there will be some of them who will not live in 1 Wash- 


ington very much longer. 
We will have them up there to see what made them tick. Of course 


they can do it. 

Mr. Suttivan. That was a resolution passed by the Senate, wasn’t 
it ? 
Senator MaLone. It was, and it was utterly ignored. But they will 
not ignore this one, I venture the guess. 

Mr. Suuuivan. We were preparing figures and exhibits before that 
proposed hearing. 

Senator Matone. You were never asked for them, were you ¢ 

Mr. Suuiivan. No. 

Senator Matonr. And neither was anyone else ¢ 

Mr. Sutyivan. We estimate that today there is in the hands of pro- 
ducers in the country 350,000 to 400,000 short-ton units of tungsten that 
remains unsold. 

As I stated previously, most of this had been produced to sell to the 
Goverment uncer Pxbhic Law 733. Our markets are still extremely 
depressed. In fact, in the last week, tungsten has dropped another 50 
cents to $1. 

Senator Matonge. What is the price ? 

Mr. Suniivan. The price range is between $9 and $11 ex duty. To 
that you would have to add $7 93, i in this country. 

Senator Breue. Is there any market at that price? 

Mr. Suttivan. Very little, Senator. Some can be sold. The latest 
figures we saw through March indicates there is probably 21,000 units 
being consumed in this country per month. 

Senator Brate. Wasn’t the annual consumption last year something 
of the neighborhood of 800,000 units ? 

Mr. Sutxivan. I believe I have the consumption figures with me. 

Senator Bist. I think our tables show that. 

Mr. Sutiivan. Consumption last year was 534,000 units. That was 
adjusted slightly upwards by 6 ,000 or 7,000 units, to my knowledge. 

Senator Maronr. What has been the last 4 or 5 years¢ Do you i have 
that handy ? 

Mr. Sutiivan. The consumption in 1956 was 573,000 units. In 1955, 


it Was 555,000 units. 
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Senator Matong. Does that compare favorably with the peacetime 
ears ? 
" Mr. Suuxivan. Yes, they compare favorably with the peacetime 
ears. 
’ Senator Martone. How much do you think it will be this year ? 

Mr. Sutiivan. It will be less than 500,000 units. 

Senator Bratx. If it continues at the rate of 20,000 units per month, 
it will be considerably less, will it not ? 

Mr. Suxiivan. January was 33,400 units consumption. February 
was less than that, and March, to my understanding, was 21,000 units, 
Production in 1957 was under ‘consumption. It was the first year that 
happened, and in January it was under consumption. 

But with the need of consuming, say, 300,000 units, where your dif- 
ference there is 6,000 to 10,000 units a month, we have 3 years or there- 
abouts to go to consume the surplus we have now. 

Senator Matonr. You mean the surplus you have besides the Gov- 
ernment stockpile? 

Mr. Sutuivan. Yes. 

Senator Brsie. If that is true, how does the Seaton bill become of 
assistance to you? I understood Mr. Weaver to take the position that 
you certainly have to have sales? Will you have sales? 

Mr. Sutaivan. Yes, we can sell 375,000 units in this country before 
any foreign producer can sell. 

Senator Martone. If you drop the price low enough / 

Mr. Suutivan. Yes. 

Seinator Matone. The Seaton bill would add enough to it to keep 
you in business under present conditions. 

Mr. Suutuivan. That is right. 

Senator Martone. Suppose the foreign nations manipulated their 
money in terms of a dollar and purchased a little more tungsten in here 
at even a lesser price. 

Mr. Suriivan. Then you would always have to be below that price to 
sell here. We would have to equal that price anyway. 

Senator Matons. And then the subsidy, what does that say? What 
does the Seaton bill say in that regard? It guarantees you a certain 
price per unit, does it not ¢ 

Mr. Sututvan. The Seaton bill, as I understand it, guarantees to 
pay the producer up to $18 per unit. That is with the present assump- 
tion that the today’s market is $18. That is how the $36 figure came 
in. But you may have to see it for $14 or $15. 

Senator Matone. What would the Seaton bill do then ? 

Mr. Sutiivan. It would still pay $18. 

Senator Martone. That would mean that with $14, you would only 
have $32 ¢ 

Mr. Sutiivan. Yes. But what that would do, in January, with 
33,000 units consumed, you would have 33,000 units consumed from 
the present 300,000 units. While a lot of that might be sold at less 
than $18, it would still tend to use the domestic surplus up first. 

Senator Martone. Is there any shortage of tungsten in the world 
or in the United States at a price that will pay the wages? 

Mr. Sutuivan. There is no shortage. 

Senator Martone. Then the foreign production could keep up with 
the world demand and sell it for pretty near any price they wanted 
to sell it ; could they not ? 
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Mr. Sutiivan. No, Senator. Excuse me. I said there was no 
shortage of domestic tungsten, or that is what I meant. Most of 
the foreign mines are closed today. There is only one mine operating 
in Europe, and that is Biralt tin and tungsten, and it only operates 
because it has tin, and tungsten is a byproduct. 

Senator Bratz. Where is that located ? 

Mr. Sutxivan. Portugal. 

Senator Matonr. There are no tungsten mines in South America, 
South Africa, or Korea ? 

Mr. Sutiivan. Yes. We have 2 countries, or maybe 3, where the 
normal course of economics does not seem to hold. You mentioned 
Korea earlier. That is one. We are supporting their economy with 
other means, so they can almost produce and sell tungsten for any 

rice. 

F Senator Marone. We bought the machinery for them ? 

Mr. Sutiivan. Yes. And we also supply with surplus food, which 
they turn around and use for paying wages. 

eantor Matone. Did we supply them with old-fashioned ma- 
chinery or was it up-to-date machinery ? 

Mr. Sutiivan. We gave them the latest type of machinery and 
mills. 

Senator Martone. It seems like professors and so forth misunder- 
stand that. They think they have old-fashioned machinery. 

Mr. Sutxivan. That is not the case today. 

Senator Matoner. Of course it is not the case today. We reviewed 
that a while ago, and we still see it in our knowledge, that we with 
our knowledge and up-to-date machinery can compete with anyone. 
That was true 40 years ago, but not now. 

Today they have the same machinery as we have and the same 
know-how, and 3 to 7 percent of our people will teach them how, if 
it is American capital. 

Mr. Sutiivan. That is right. 

Senator Mavone. It might be up to your Tungsien Institute to do 
a little education. Maybe they could pay for advertisements in these 
newspapers. Maybe that is what they are waiting for. 

Mr. Sutiivan. Senator, as you know, our western newspapers have 
well presented our side of the story in the past. 

Senator Matone. Yes. 

I read an editorial in the Hearst New York paper that this free 
trade must be extended. That is great support you are getting. 

Mr. Sutiivan. The most interesting thing to me is to hear the 
Copper and Brass Institute talk in favor of tariffs. 

Senator Matone. He was careful to say that he was not sure yet that 
his people were for it. 

Mr. Sutiivan. But he gave an indication that he was for it. 

Senator Matong. He gave an indication that he was for it, and now 
he is going to find out if his people would stand for staying in business 
under the Constitution of the United States. 

Mr. Suuuivan. You will recall, Senator, I believe we discussed that 
if we had enough joiners to the raw materials producers, we might have 
the right type of legislation enacted, or at least tariff protection in this 
country. 
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Senator Matonr. I think the workingmen of America could bring 
it about tomorrow. But in Florida, you will recall, the AFL-CIO 
passed a resolution asking for the extension of the free trade. 

Mr. Walter Reuther is for it and so is Mr. Meany. Of course, 
neither one of them has ever said anything to the contrary, and Mk, 
Reuther is very outspoken. 

I remember one time about 4 or 5 years ago I was making a talk 
in Milwaukee and that is a pretty good crowd to talk to, or seemed 
to be, anyway. I seemed to be getting along pretty well and I said, 
“You have a very peculiar neighbor down here in Detroit, and if he 
is successful in carrying forward his free-trade policies to a successful 
conclusion, he will see the day in the not too distant future when he 
will be riding a foreign car down the streets of Detroit waving to his 
unemployed workers.” 

They said they were arguing that in the bars for 2 or 3 weeks. He 
has just about reached that point now. I do not know whether they 
are arguing, but there are unemployed on the sidewalks. 

There are even people today that cannot make monkey wrenches 
in this country today because of foreign competition. Now we have 


$4 billion more that we passed last week to build more plants abroad. 
None of that will go to you, I venture to say. 


Mr. Sutzivan. I don’t think it will. 

Senator Matone. It is crazy, but there it is. 

Senator Brete. I would like to ask one question, Mr. Chairman, by 
way of information and possible clarification. 

I understood you to say that the industrial consumption of tungsten 
last year was about 5,000 units? 

Mr. Suuuivan. No, 534,000 units. I believe the figure has been 
raised, or has been corrected up to about 541. 

Senator Manone. Maybe there is some disparity with this table, but 
this Bureau of Mines release indicates that the industrial consumption, 
1957 estimated, was 8,600,000 pounds, 1956 was 9,061,000 pounds, and 
1955 was 8,967,000 pounds. 


Without taking your time presently, I suggest that you do get with 
Mr. Redwine of the staff and square this. 

Mr. Suuiivan. The figures I was quoting were copied from reports. 
They are incorporated in another report. 


The CHatrMan. Does that conclude your statement, Mr. Sullivan? 
Mr. Suuiivan. Yes; it does. 


The Cuatrman. Thank you very much. 

The committee will take a recess until 2 o’clock, this afternoon. 

(Whereupon, at 12 o’clock noon, the committee recessed, to recon- 
vene at 2 o’clock the same day.) 


AFTERNOON SESSION 


The hearing was resumed at 2:05 p. m., pursuant to the recess. 

The Cuarrman. The hearing will come to order, please. — 

The first witness this afternoon will be Matt Triggs, assistant legis- 
lative director, American Farm Bureau Federation. 
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STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Trices. Thank you, Mr. Chairman. 
We appreciate the opportunity of presenting the views of the 
American Farm Bureau Federation with respect to the proposal set 
forth in S. 3892, to support the incomes of domestic producers of 
copper, lead, zinc, fluorspar, and tungsten by stabilization payments. 
Our purpose in testifying is to express our grave concern that the 
proposal establishes a precedent that could be broadly extended to 
other industries; and that its application to any industry would serve 
as a vehicle whereby private competitive enterprises would be con- 
verted into enterprises controlled and directed by Government and 
dependent upon Government. 
The CuatrmMan. Do you offer a substitute program for it? 
















bal Mr. Tricas. No, we do not, Senator. sod 
The Cuarrman. That would mean that if nothing were done these 
has industries would fold up and the mines would go to water and there 
ue would be unemployment in every section of the country where there 
ad was mining ? ye 
Mr. Trices. I am not here, Senator, to testify on the whole problem 





of the minerals industry but only this particular proposal because 
of our concern with respect to the proposal as a precedent. 

The Cuairrman. I understand. 

Mr. Trices. If we were to adopt the precedent that certain mineral 
industries, because they face import competition, should receive direct 
subsidy payments, this policy could be applied with equal logic to a 
great many other industries. Nor is there any reason to suppose that 











’ this approach would be limited to commodities subject to import 

t competition. = ie 

: If the use of direct payments to bring total returns up to specified 

levels is warranted in the case of minerals specified in the bill, there 
is no reason why the same approach should not at some future time 





be adopted for other minerals—iron ore, coal, oil, sulfur, potash, phos- 
phates, and other mineral products. 

Nor is there any reason why this approach should not be used 
for other natural resource industries such as forest products, fisheries, 
or for agriculture. 

And if this is a desirable policy there is no reason why it should 
not be extended to many manufactured products—to textiles, ce- 
ramics, automobiles, or farm machinery. 

The railroads are currently involved in a serious income situation. 
With comparable logic, direct payments might be made to railroads 
to bring average earnings to a specified level. 

It is submitted as axiomatic that: 

1. That which the Government subsidizes it will come to control, 
eventually, if not immediately. In the long run, “He who pays the 
piper calls the tune.” 

2. That the support of price or income creates the need for control 
of production. 

Both of these axioms are carried into effect in S. 3892. The bill 
provides that the Secretary “may fix quarterly limitations on the 
total amounts of each” product for which payments are to be made. 
































602 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


The Secretary is further authorized to “distribute the benefits of the 
— equitably among the producers.” 

This is an effective control of production at any time the margin 
between the stabilization price and the market price is significant. 

Thus, the Secretary of the Interior would have the authority to 
allocate the right to produce among the producers of each metal; 
and the quota for sil producer would tend to be frozen, thus pre- 
venting normal shifts in the pattern of production in response to 
economic and market factors. 

Any industry for which direct payments are used as an income- 
supporting device is likely to become a net consumer rather than a 
net producer of Federal tax revenue, thus adding significantly to the 
tax burden on all other taxpayers. 

For example, a study by the Department of Agriculture of the 
cost of a direct payment program for agriculture at 90 percent of 
pany reached the conclusion that the program would cost. between 

5 billion and $10 billion a year. 

It is a basic feature of our private competitive enterprise system 
that price serves as the balance wheel—to balance supply and de- 
mand, to guide production and consumption, to direct the flow of in- 
vestment. The economists would say that the function of price is to 
allocate resources. 

But when Government steps into the picture to prevent price from 
performing any or all of these functions, we are in effect substituting 

olitical management, and centralized control, and planning for the 
impersonal operation of the market system. 

It is our conviction that the archstone of the economic system that 
has made America the arsenal and support of the free world is that 
its functioning is guided primarily by the impersonal operation of 
the market system, rather than upon centrally controlled and directed 
authority. 

We were fortunate in that circumstances freed us from the controls, 
the cartels, the guild system, the political management that was the 
Old World economic system. 

Many observers of the European scene have suggested that the post- 
war recovery of Europe has been roughly proportionate to the extent 
to which they have thrown off the shackles of centralized control, 
whether by cartel or government, and moved toward the market system. 

The extraordinary resurgence of the German economy since World 
War II is attributed to the wartime destruction of the many institu- 
tional arrangements to restrict competition and control price and 
production, and the steadfast opposition of the political leadership 
of the German Government to the reinstatement of such institutional 
arrangements. 

In countries where this has not been so, however, the economy has 
tended toward stagnation. Thus, the Swiss historian and political 
analyst, Herbert Luethy, in his recent book, France Against Herself, 
says with respect to the French economy : 


Half a century of deliberate and systematic action by Parliament and the 
trade associations have served to eliminate all these normal connections and 
mechanisms, though the full extent and implications of what was being done 
was never examined. The apparent chaos is the result of the organization of 
the most complete conceivable defence against any risk, disturbance, or necessity 
for adaptation. 
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From top to bottom this national economy has got into such a state of con- 
gealment, and has grown so used to it, that, though everyone complains about 
it in general, in every concrete instance the phalanx of those involved immedi- 
ately closes its ranks to protect its “situations acquises” from the slightest dis- 
turbing innovation. It has indeed so nearly approached a situation in which all 
existing situations have been transfurmed into permanent rights, privileges, and 
sources of revenue that all risks have been practically eliminated and bank- 
ruptcies practically never occur. 

But all progress has also been eliminated. 

It is our view, therefore, that the issues involved in S. 3892 are far 
broader than the specific mineral-industry problems covered by the 
bill. The basic issue involved is the choice between (1) a free com- 

titive eee? system operating in response to market factors or 
(2) central planning and Sicsatsonn of the economy by government. 
The pragmatic test of experience, in our view, evidences the over- 
whelming superiority of the first choice. We believe it is important 
to the long-run welfare of the people of the United States and to the 
strength of our economic system that we avoid on every possible 
occasion any excursions or precedents going in the direction of the 
second choice. 

The implications of this proposal in terms of foreign trade and 
foreign relations will also be obvious. The net effect of a payment 
program is to reduce imports below what they would otherwise be by 
subsidizing higher cost production here at home. We believe that the 
long-run welfare of the whole American economy will be most fur- 
thered by policies that result in a high level rather than a low level 
of trade between nations. We must import if we are to export. The 

resent imbalance between exports and imports is not desirable, either 
to the United States or to other countries. Barriers to increased im- 
ports stand in the way of obtaining a better balance. 

National defense is commonly given as the reason for measures to 
protect a domestic industry. Present legislation provides means 
whereby such factor may be given careful consideration. But this 
national-defense aspect can be overdone. If mineral imports come 
from nearby countries such as Canada, Mexico, et cetera, this provides 
essentially the same national-defense features as production in the 
United States. 

Thank you very much, Mr. Chairman, for this opportunity. 

The Cuatrman. Thank you. 

We have a few questions here for you. What comment does your 
organization offer in respect to the wool program and the Sugar Act? 

Mr. Triaes. We are very conscious of the fact, Mr. Chairman, that 
these acts provide some precedents for the kind of thing that is con- 
templated here. This explains in part our real concern with respect 
to the wool program and, as you know, we do not exactly endorse it 
wholeheartedly. But even though we have one precedent in this 
direction, we are hopeful that this precedent will not be extended and 
deenened by further wholesale precedents in this field. 

The CuHarrmMan. You are opposed to the program but you have no 
substitute, no other way of meeting the problems involved which 
make it necessary for us to attempt a program of this kind? 

Mr. Triges. I appreciate that the problem before us, the American 
Farm Bureau Federation, is a little different than the problem before 
the committee. We would probably be out of order if we thought 

27255—58—pt. 2——12 
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we knew enough about the minerals industry to come to the committee 
and say, “This is the answer.” 

We are only concerned with this specific proposed answer because 
we feel it involves a basic issue far broader than just the minerals 
industry. 

The CuarrMan. You said in your statement that support of farm 
prices at 90 percent of parity, payments would cost $7.5 billion, 
according to the statistics of the Department of Agriculture. 

Mr. Trices. Yes, sir. 

The Cuatrman. Does this assume production would be limited or 
that the Government would support all the farmers wish to grow? 

Mr. Triaes. As I recollect the study, the $714 million figure as- 
sumes that payments would be made only on the basis of current 
production. The larger figure assumes that payments would be made 
without limitation of production. 

The CHarrMan. With references to the minerals industry which 
we have here before us, you oppose this program but you have no 
program to offer as a substitute to take care of the problems of the 
mining industry. 

Mr. Trices. That is correct, Mr. Chairman, for the reasons I have 
stated. 

The Cuamman. You do support the wool and sugar programs / 

Mr. Trices. Our support of the wool program is reluctant. 

T could read our resolution, if you like. 

The Cuamman. What would you offer as a substitute for that 
program ? 

Mr. Trices. Our house of delegates has directed our board of di- 
rectors to work with other interests in the wool industry in an en- 
deavor to come up with a more satisfactory program than what we 
conceive to be the payment program. 

Frankly, we have not reached any conclusion that we could come 
to a »propriate committees of Congress and present. 

The CrarrMan. Of course, if a program such as we are talking 
about here or some other program is not adopted which will protect 
the mining industries of the country they would go bankrupt. They 
would cease to operate and we would have complete failure in that 
section of our economy, would we not ? 

Mr. Triges. I could not testify on this with any knowledge. 

The Cuarrman. Would you be in favor of a tariff system that would 
protect your country from the low wages paid in foreign countries 
where the cost of production is much cheaper than it is in this country 
and in that way try to protect the American industries? 

Mr. Trices. You are asking a question that I cannot testify to be- 
cause we do not have any specific board or house of delegates policy 
on this particular subject. 

In general terms, as indicated in our statement, Mr. Chairman, we 
do favor a fairly liberal trade policy. I am not going to say we have 
any opposition or support for any specific lev el of tariffs so far as 
the minerals industry is concerned because if I did I would just be 
saying something that our board had not told me to say, but in general 
we are on the side of expanded trade—and I am sure Senator Malone 
is going to have some comments on this point—because we feel this is 
in the interest of farmers, frankly. 
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The CuarrMan. You would not recommend a complete removal of 
all tariffs and having absolute free trade / 

Mr. Triegs. Oh, no, sir. We have supported the reciprocal trade 
agreements. 

The CuairMan. How about the reciprocal trade program ¢ 

Mr. Trices. We have supported the reciprocal trade agreements pro- 
gram and have also supported the opportunity of industries which 
feel that they will be harmed by a particular program to have the 
oppotrunity to come before the appropriate bodies authorized by the 
Congress to present their case; and on numerous instances we have 
assisted agricultural industries in getting a hearing. 

We have not, as a general rule, gone to the Tariff Commission and 
other groups and said, “‘We must have such action.” We believe that 
that is the responsibility of the industry. 

The CuarrmMan. That concludes my questions. Senator Malone has 
a few very simple questions that he would like to ask. 

Senator Martone. I think they are simple, Mr. Chairman. 

First I would like to ask you this question: You are listed here as 
assistant legislative director. Who is your legislative director ? 

Mr. Triees. Mr. Jack Lynn. 

Senator Martone. Where does he spend his time ? 

Mr. Triges. He is in Washington. 

Senator Matonr. You are in Washington, too ? 

Mr. Triecs. Yes, sir. 

Senator MALonre. How long have you been here ? 

Mr. Triegs. Seven years. 

Senator Matone. How long has Mr. Lynn been here? 

Mr. Triees. About 8 years. 

Senator Martone. If I understand you, you are supporting the so- 
‘alled reciprocal trade, you are supporting the additional 25-percent 
latitude for the President to lower tariffs ¢ 

Mr. Trices. We are supporting the extension of the reciprocal trade 
agreements legislation. I am not sure on the second point. It so 
happens that I do not work on this type of legislation at all. 

I think your statement is right, but I would not want to state it 
positively. 

Senator Matone. You think they are supporting the bill as written 
sent up by the White House ? 

Mr. Trices. Well, in general. 

Senator MaLonr. You say you are in favor of reciprocal trade. 
Did you ever read the act, the 1934 Trade Agreements Act as 
extended ? 

Mr. Trrecs. I cannot say that I personally have read it. 

Senator MaLone. Do you know anybody that did ? 

Mr. Triaes. I expect that people in our organization have. I feel 
confident that they have. I never asked them this question. 

Senator MaLone. You are not sure. You are just supporting it. 
Do you know that the words “reciprocal trade” do not occur in that ? 

Mr. Triees. I do understand that that is a fact, sir. 

Senator Matone. I suppose you refer to it as “reciprocal trade,” 
because it has been generally named since 1934 reciprocal trade? 

Mr. Triaes. Yes. 

Senator Matone. Partly because it is not reciprocal, don’t you 
suppose ¢ 
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Mr. Triees. Well, it is commonly spoken of in such terms. 

Senator Mavone. Are you aware that no other nation need keep 
their trade agreements that they make with us under the multilateral 
trade agreements made in Geneva as long as they can show that they 
are short of dollar-balance payments ? 

Mr. Triees. In general terms, I understand your question is cor- 
rect. You are asking me a lot of questions on a subject that I am not 
an expert on. 

Senator Martone. You testified you are for it. 

Mr. TrieGs. Yes, in response to a question. 

Senator Martone. That is the only thing we do here is just question 
the witness. You have a right to your belief. You know that. 

We have a very good and efficient Farm Bureau organization in the 
State of Nevada but they did not pass any resolution favoring free 
trade. I suppose they are a member in good standing of your na- 
tional association. 

Mr. Trices. Certainly, they are 1 of our 48 State units. 

Senator Matone. It isa very fine organization. 

br ae did you first become a sponsor, as an organization, of free 
trade ¢ 

Mr. Trices. Would you permit me to rephrase the question? We 
are not a sponsor of free trade. 

Senator Maton. I will ask you another question, then. 

To what extent are you for it? You say you think you are for 
the additional 25 percent. We had two 50-percent cuts which con- 
secutively would make a 75-percent reduction in tariffs. That is true, 
is it not ? 

Mr. Triaas. Yes, if they had gotten the full reduction. 

Renator MatoneE. Many of them did as you probably know, do you 
not ¢ 

Mr. Tries. I do not know, sir. 

Senator Martone. Well, would you check so that you would know? 

Mr. Trices. I could easily ask our international department. They 
are the people who handle that. 

Senator Matong. You have an international department now? 

Mr. Triees. Yes, we have a man whose responsibility it is to work 
on foreign trade and foreign trade problems. 

Senator Matone. Do you have an international farm bureau ? 

Mr. Trices. No, there is an international farm organization of 
which we are a part along with the other farm organizations. 

Senator Matonr. What is that called ? 

Mr. Trices. International Federation of Agricultural Producers, I 
believe. That could possibly not be exactly right but that is basically 
it. 

Senator Martone. What is the objective of this international 
organization ? 

{r. Trices. About all it is is a sounding board for people to come 
together and express points of view. I do not recall that they have 
ever developed any significant policy statements as an international 
organization. 

‘he Cuarrman. The men that are conducting that organization in 
your program are familiar with the problems affecting the industries 
in this country that have brought on the recession and this difficult 
situation in the mining industry. 
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Would your men in that department be able to assist us in coming 
here and testifying and helping us to figure out. a program that should 
be adopted ¢ 

Mr. Trices. That is a difficult question to answer, Mr. Chairman. 
Of course, they are available to the committee at any time that they 
can be of any assistance, but all they can do is present the policy of 
the American Farm Bureau. Tliey are in no position as individual 
employees to negotiate on policy. 

The CuarrmMan. They are in favor of free trade in most things 
except agricultural products; is that it? 

Mr. Trices. No, sir. We have never taken a free trade position at 
all. We have taken a position for the extension of the reciprocal 
trade agreements. You can interpret this as being a position for 
freer trade, I suppose, but not free trade by a long ways. 

The Cuairman. Senator Malone is an expert in this field. 

Mr. Trices. Yes, he is. 

Senator Matone. I am not an expert. We just have a little horse 
sense out in Nevada. 

So far it seems that there is a sound barrier on the Potomac. No 
public sentiment has ever penetrated it since I have been here. Of 
course, I have only been here 12 years. You have been here for 7 
years. That is 7 years longer than necessary to lose touch with public 
sentiment. You ought to take a vacation and go out to see the folks. 

Mr. Trices. We know that is a bitterly divisive element. 

Senator Martone. Not at all. We just cannot figure when the Amer- 
ican economy is at stake when one section of the economy can get a 
subsidy to keep them in business and then be for free trade for every- 
body else. We do know, and it has been that way for a long time, that 
everyone is for free trade on what he buys and a tariff or fixed price on 
what hesells. You understand that, I believe. 

Let us get back to your argument. You call it the house of delegates. 
What is your house of delegates? 

Mr. Trices. Well, the house of delegates consists of a number of 
representatives from each State farm bureau, roughly proportionate to 
the number of members in that State farm bureau from the respective 
States. 

Senator Martone. Then we would have one probably from the State 
of Nevada; do you suppose ? 

Mr. Tries. Yes. 

Senator Martone. Who is that member, do you know ? 

Mr. Tricgs, Permit me to check. 

Senator Matone. I wish you would, because I think a lot of the 
Farm Bureau organization and I would like to get some reasons for 
some of its positions. 

Mr. Trices. Well, I believe Jim Sharp was the representative. 

Senator Matone. Jim is a pretty level-headed sort of person. I 
do not think he is for this program at all. We will leave that for a 
moment. 

Your heads of the farm bureau have been very fine and competent 
people over the years in the State of Nevada. 

Do you know when your Farm Bureau first came out for this 
freer trade? 
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Mr. Trices. I can give you an approximation. Back before 1930 
the American Farm Bureau Federation had a restrictive trade policy. 

Senator Matonr. What was that? 

Mr. Trices. Well, it was for protective tariffs, adequate. That is 
about as farasI can go. That is long before I joined it. 

Senator Mazone. I would like to have your help very much. 

Mr. Tries. This policy shifted during the thirties. 

Senator Martone. In the Roosevelt regime ? 

Mr. Trices. During the Roosevelt regime, correct, in the direction 
of a freer trade policy and support of the reciprocal trade agreements 
program. This isall long before my time. 

Senator Matone. You still call it reciprocal trade. 

Mr. Trices. Trade agreements program. 

Senator Martone. I am very much interested in knowing whether 
you are a part of the program of trying to believe there is some 
reciprocity init. You do know there is not ? 

Mr. Triecs. The escape clauses mostly relating to currency reci- 
procity are, of course, in the agreements. 

Senator Matonr. Did you every know anybody to escape? 

Mr. Triees. Any of our domestic industries ¢ 

Seantor Martone. Yes. I would be interested in a little brief on that. 

Mr. Trices. I think there have been some instances. 

Senator MAaronr. Some clothespins at one time escaped, I think. 

Mr. Triees. In most instances it has been in terms of import quotas 
rather than new duties. 

Senator Manone. Has it ? 

Mr. Trices. For example, peanuts, as I recall it, has had off and 
on an import quota. 

Senator Matonr. Would you complete your testimony, say, today 
or tomorrow; you have all your research people. Could you tell us 
how this escape clause is operating ? 

Mr. Trices. I must make a note of what you are requesting, Senator. 

Senator Martone. Just what has been the effect of the escape clause. 
How many escaped and to what extent. 

Mr. Trices. Effect and experience of escape clause of Trade Agree- 
ments Act ? 

Senator Martone. Yes. 

Mr. Triges. Shall I submit it to you? 

Senator Matone. Just submit it to the chairman. 

Mr. Triees. To the chairman. 

Senator Matonr. If you will send me a copy of it, that will be very 
nice of you. 

The Cuamman. If I receive one, I'll get it to you by courier. 

Senator Warxrns. If there is any hurry, if you come to my office 
I will give you a list of those where they have escaped and most of 
them where they have not. 

Senator Matonr. Maybe he will find a new one. 

Senator Watkins. I have the list from what I consider a reliable 
source, but it does not show very many escapes. 

Senator Matonr. I am interested in your position for freer trade. 
If you are interested in freer trade, you must have some idea how 
free. Do you? 
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Mr. Tricés. I would not know how to answer that question, Senator, 
except that we have supported the extension of the Trade Agree- 
ments Act and that is about the limit of our activity in this connection. 

Senator Matone. Well, that, I think, is adequate. 

Did you support the first 50 percent reduction in 1934, or did 
you wait until after it was underway before you c¢ hanged ) your mind ? 

Mr. Triacs. I expect that that would have been true in 1934. 

Senator Matonr. Would you check that? Find the date that you 
really got religion, That is very important, the date that you changed 
your “policy y from a poli, y of protection as set down in the law. You 
believed then in the 1930 Tariff Act. 

Mr. Trices. I believe we supported the 1930 Tariff Act. 

Senator Matone. Yes, I think you did. Asa matter of fact, I never 
caught up with you until the last 4 or 5 years. I always gave you 
eredit for being level-headed in the Farm Bureau. 

Mr. Tries. It was about 20 years ago that the policy changed. I 
do not mean to imply that everybody in the Farm Bureau is 100 
yercent agreed. Of course they are not. This was a major policy 
yattle at the time. 

Senator Matone. You think it was about 1938 or 1940? 

Mr. Trices. No, I think it was about 1935 or 1934, somewhere in 
there. 

Senator Matone. About the time the New York Times changed their 
policy. They just said, “We will just fire the president or change our 
policy and go with it.” Do you remember that ? 

Mr. Tries. No. 

Senator Matone. Well, they did and you did. That was about the 
same time, I guess. 

Now, in this freer trade, you do understand, do you not, that in 
the absence of quotas—and there are very few products, | think, that 
have quotas—that if you have a duty or a tariff as laid down in the 
1930 act that does equal the difference in the average cost of production 
in this Nation of an article and that article or a like article in the 
chief competing nation and it is adjusted properly to make up the 
difference in the wages and taxes and cost of doing business here 
and that competing nation, that if you lower it even 1 percent it 
means either that your labor and cost of doing business must go down 
that 1 percent or restrict your production. You understand that ? 

Mr. Triccs. That is correct. Every time you lower the tariff you, 
of course, make competition more difficult for those segments of the 
domestic industry that are comparatively high cost. 

Senator Matone. Let us face it. There is no use of spending much 
time on it. If you lower the tariff 5 percent and it was already cor- 
rectly operated on the basis of fair and reasonable competition, then 
it means that your wages and cost of doing business have to come down 
5 percent or you restrict your business. 

Mr. Trias. Yes, sir. 

Senator Martone. We are making good progress now. This_has 
been 50 percent, 50 percent, 75 } percent, then 15 percent more about 
in 1955. This is the third year. It would be 15 percent more. Now 


there is 25 percent sdditional, " Of course, that means 15 percent of 
what was left and then 25 percent of what would be left after the 15 
percent. You are supporting an extension on that basis? 
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Mr. Trices. Senator, you are leading me down the primrose path 
to say something that I should not say. 

Senator Matone. You already have said that you are supporting 
it. Let us make the record clear. 

Mr. Trrecs. Let me put in the other side of the picture. 

One out of every five acres of farm cropland in the United States 
last year was devoted to the production of a commodity for export, 60 
million acres. 

From the standpoint of agriculture, we have to have that market, 
There are only two ways we can have it. No. 1 is for Uncle Sam to 
lend the money or give the money to buy our farm products or for them 
to import something into the United States so that they have the dollar 
exchange to use for this purpose. American agriculture can live and 
survive and compete in the world agricultural commodities as a gen- 
eral principle. We would like to have the opportunity to do so but, 
if other countries have no opportunity to earn dollar exchange, our 
He to sell to them is going to be somewhat limited. Rather 
than say that we are for a freer rae another way of putting it is that 
we are for those national policies that result in a high level of trade 
between nations rather than a low level because we have to have a 
high level in the interests of farmers. 

Senator Martone. Do you understand how you are selling your 
products? I would like you to explain it to me because you may have 
some information that I do not have. 

Mr. Triees. You probably ought to ask our international depart- 
ment man to come to see you because you are asking a lot of questions 
that are out of my field. 

are Matonr. Then you testified to some that are out of your 
field ? 

Mr. Trices. Not in our statement but in response to the questions, 
Senator. Far too much of our agricultural exports are based on dol- 
lars that we give for a loan or in some way furnish to other countries. 
This is a weakness of the agricultural economic picture that we wish 
were not there. We have it,though. It issomething we worry about. 

Senator Matone. Well, you do not seem to worry very much about 
it. You think that you can trade the production of other products 
in this country for your exports. In other words, it is very plain, 
and I am not finding any fault with you; I think you are making a 
very good witness. What you are telling the committee now is that, 
in order for you to sell your excess agricultural products beyond that 
which the Americans can consume, you must let other nations import 
other products and shut down the production of those products here 
to favor agriculture. 

Mr. Trices. This is a question, I suppose, of the relative efficiency 
of industries. American agricultural economics, generally speaking, 
can compete against world production. 

Senator Matone. Can or cannot? 

Mr. Trices. Can. 

Senator Martone. Mention a few products. 

Mr. Triees. Cotton and wheat. 

Senator Matong. Why do they not do it ? 

Mr. Trices. We do export in the free market. 
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Senator Matonn. We just passed $4 billion more over there so that 
they can pay for it. Weare giving it to them outright. 

Mr. Tricas. Yes, but we are able to compete pricewise in a world 
market. 

Senator Matong. Are you? 

Mr. Trices. The programs that you refer to give them the dollar 
exchange with which to buy. 

Senator Matonr. And you can compete with cotton raised in Egypt 
and tobacco ¢ 

Mr. Trices. Yes, sir. We export into the same markets that those 
countries export into. 

Senator Martone. That is right. I will give you a little example. 
I happen to be on the committee that handles this sugar business 
so that we have a certain amount of consumption in the country 
which is greater than we allow them to produce. Beet and cane sugar 
are allocated whatever seems to be a fair share. Then a fair share 
of it is to Hawaii, Puerto Rico, and even to the Philippines. Of 
that much you are aware? 

Mr. Triaes. Yes. 

Senator Martone. Then they have a considerable amount of con- 
sumption that they allocate to other nations. The State Depart- 
ment was rather adamant that the 88 or 90 percent of that additional 

roduction would remain. I had been in every nation in the world 
and I thought that a nation like Cuba might give them 1 percent 
extra. I was not adamant about it but I did ask the State Depart- 
ment why they were so determined to keep the 88 percent in Cuba. 
They said, “They buy our wheat.” 

I said, “That is interesting. What do they pay for our wheat? 
Do they pay the support price or world price?” 

With a little hesitation they said, “They pay the world price.” 

I said, “That is still very interesting. What do they pay for their 
sugar? Do we pay the support price or the world price where they 
sell the rest of it and make considerable money ?” 

They said, “We pay our support price.” 

I figured while I sat there with the witness, and it is in the record, 
that every 100 pounds of wheat we sell Cuba costs the taxpayers 
$1.35 and you call it foreign trade. This manipulation has gone on 
all over the world. Iam not objecting to it. Iam merely wondering 
why you insist on trading other products in this country for it. Is 
it a matter where you think you are stronger than all the rest of it 
and think you are entitled by right to do that or do you think it 
is just a fair thing when you come right down to it ? 

Mr. Triees. Well, it is awfully difficult for me to answer your ques- 
tions because you are, in effect, asking me to interpret. what is in 
our folks’ minds and I think what is in their minds is that they can 
a in world markets on cotton, tobacco, wheat and the other 
products that they export if the barriers—I do not like to use that 
term because it is a loaded words perhaps. 

Senator Matone. I think you should use it. The way you are 
talking, you believe in it. 

Mr. Trices. The barriers to trade between the nations do not stand 
in the way of them selling us something that they can produce cheaper 
than we can produce it. 
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Senator Martone. Then you are very plain about it. I think your 
record is very clear that with their low w ages they can produce ma- 
chine tools and minerals and textiles and that sort of thing cheaper 
than they can here with our machinery and American know-how 
which they all have and I believe they should be allowed to do that 
in order to buy agricultural products. 

Mr. Trices. Well, if we are going to have trade between nations at 
all, and I expect we must have, then there are always going to be 
nations that have a comparative advantage in terms of cost in the pro- 
duction of something as compared with other countries. Otherwise 
there would not be any trade. 

Senator Matone. They do in agricultural products, do they not? 
Can Canada raise wheat a little cheaper than we do? 

Mr. Tries. I expect this is true. We can raise wheat pretty cheap 
some places. 

Senator Matone. But not as cheap as Canada ? 

Mr. Triees. Possibly. 

Senator Martone. Not as che: ap as any other nation, as a matter of 
fact. It is just a question of coming up to it later. 

Mr. Triees. We can export wheat in a comparatively free world 
—— and I say comparatively because that is as much as it has 
been for a long time. We can import wheat into many areas of the 
world. 

Senator Martone. As long as we give the money back or sacrifice 
some other industry. 

Mr. Triees. Or sell something. 

Senator Martone. Or sacrifice some other industry. It is just a 
question of what the President wants to sacrifice. 

Mr. Dulles testified before our committee in 1955 that the Presi- 
dent could sacrifice part or all of any industry if he thought it would 
further his foreign policy. 

Now, you believe that that should be a part of the setup? 

Mr. ‘Friccs. W ell, I think there has to be some administration of 
our foreign trade polics y. 

Senator Matonr. Well, there is. That is what he testified it was. 
He could trade for a foreign policy any industry he wanted to. He 
testified that. 

Mr. Tricas. Whether or not it is wisely administered is another 
question, of course. 

Senator Martone. Well, if you give him the right to do that then 
you are saying that you are expecting him to do it if he believes it is 
the thing to do. 7 means the State Department, which acts for 
the President, ‘an trade part or all of any industry, whether it is 
minerals or 5 Cevbate mineral, or machine tools, or whatever, to further 
their foreign policy. Do you believe that that is the proper thing to 
do, give them the leew ay to do that ? 

Mr. Triaes. May I rephrase it a little bit, Senator Malone ? 

Senator Matoner. Yes, I would be happy for you to do so. 

Mr. Trices. I think there has to be a flexibility under the adminis- 
tration of a foreign trade policy and that we would not expect our 
people, who are responsible for this function, to exercise it recklessly. 
who are responsible for this function, to exercise it recklessly. 
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Now, opinions may differ here. Some folks may think that some 
things in the past have been done recklessly, but this is always the 
problem of any administrative authority Congress gives to the execu- 
tive branch. 

Senator Martone. Did Congress ever give such power to the execu- 
tive branch until 1934 in the history of it 

Mr. Tries. I do not believe so. 

Senator Matone. You have read the Constitution of the United 
States, without a doubt / 

Mr. Trices. Yes, sir. 

Senator Matone. Well, do you know that it pointedly separates the 
regulation of foreign trade and the adjustment of duties, excises, int 
posts, and what we call tariffs, from the fixing of foreign policy ? 

Mr. Tricas. Yes, sir; I believe you are correct. 

Senator Martone. Yes. In order to keep the record straight, Article 
I. section 8, fixes the regulation of foreign trade and the adjustment of 
duties, imposts and excises in the legislative branch. The Tariff 
Commission is an agent of the legislative branch. To that you agree, 
I suppose ¢ 

Mr. Triaes. Yes. 

Senator Martone. In 1930 the Tariff Act improved it, I think, as 
it had been improving it over a period of many years, always fixing 
the tariff to make that difference in cost of production which was the 
objective until 1934 when we reversed the process. 

Article II, section 2, puts the fixing of foreign-policy in the executive 
department, does it not ? 

Mr. Trias. Yes, sir. 

Senator Martone. Now, would it not be just as reasonable to pass an 
act transferring the fixing of foreign policy to the legislative branch 
as to pass an act transferring the regulation of foreign trade to the 
executive branch ? 

Mr. Trices. Yes, in principle. As I understand the history of the 
thing, the Congress itself decided that tariff adjustment was too much, 
was the kind of a problem that was not best suited to congressional 
action and they delegated this authority to the executive branch sub- 
ject to certain ‘controls by the Tariff Commission, as I understand it. 

Senator Maronr. What controls did they maintain in the Tariff 
Commission ¢ 

Mr. Trias. I expect it is mostly recommendation on escape clause 
at the moment. 

Senator Matone. There is no control whatever, for your informa- 
tion, just so that we get the record straight. Now, George Washington 
said something that might be helpful for you and the Farm Bureau 
to read. 

You understand that there are three branches of the Government. 
He said that, if the division of power is found to be in any way wrong 
that the Constitution be amended in the regular way as set forth in 
the document—this is not the exact language but it is the thought— 
although the deprivations might in one case be for the good, it is a 
general method by which free governments are destroyed. 

Did you ever hear that statement ? 

Mr. Triees. I am sure this could happen. 

Senator Martone. And it is happening. 
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Mr. Triees. Yes. 

Senator Matone. Lincoln said something else which was ve 
prophetic. He said that if this Government is ever destroyed it will 
not be from without, it will be from within. 

Now, I happened to be watching Congress very closely. I was State 
engineer in the State of Nevada and I was back here on other work 
many times, I do not believe that Congress decided anything. A 
powerful President just scared the stuffing out of them. They passed 
the act that they have regretted ever since but they have not had the 
guts to take it back. 

Do you know what happens if they do not extend this Trade Agree- 
ments Act beyond June 30? 

Mr. Trices. I am not too sure I am clear. 

Senator, I have to say again that you are asking me a lot of questions 
about a subject that I have no responsibility for within Farm Bureau 
and I am not a very good witness on this subject. 

Senator Martone. I think you are a good witness because, if you 
understood it, the chances are I would not get such direct answers. 

Now, I am going to ask you this question and I want you to look 
it up. I am going to tell you what happens and I want you to check it 
and, if you find me in any way in error, I want you to let me know. 
This is what happens. If, after June 30, either the House or the 
Senate or both just does not pass anything, further bipartisan trade 
agreements can be made by the Secretary of State representing the 
President. 

Do you understand that ? 

Mr. Triees. Yes. 

Senator Matone. No further multilateral trade agreements can be 
made in Geneva working under the General Agreement on Tariffs 
and Trade. 

Do you understand that ¢ 

Mr. Triaas. Yes, sir. 

Senator Martone. Then upon 60 days’ notice to the Secretary- 
General of the United Nations within 60 days all products that have 
been dealt with under the multilateral trade agreements in Geneva 
revert to the Tariff Commission under the statutory rate and with 6 
months’ notice to the nations party to bilateral trade agreements all 
those products revert to the Tariff Commission under the statutory 
rate and then, under section 336, which immediately prevails, the 
Tariff Commission is instructed by Congress, not the President or 
the King of England or someone else, to determine the cost of pro- 
ducing an article in this country, not the high cost or the low cost but 
a reasonable cost and the cost on the same conditions of producing 
that article or similar article in the chief competing foreign nation— 
those are the exact words—and recommended that to be the tariff. The 
President does not have anything to do with it and, of course, the 
Congress can take up any product it wants to, like it did sugar or 
any other article. In the absence of congressional action, that be- 
comes the tariff and they can do that every day or every year or every 
5 years on their own motion, request by the President or Congress or 
the consumer or producer, and it is a flexible tariff under that act. 
They can keep it representing that difference in the effective labor 
costs, the taxes, the cost of doing business here and in the chief com- 
peting nation. 
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If that is true, and it does not say that corn and wheat shall be 
exempted or that tungsten shall be exempted or machine tools or a 
certain type of textile, just saying that on imports of any type of 
product; and that is the principle laid down—do you not think that 
private money could be better invested in an industry of that country 
than it could if the President is able to trade an industry off at any 
time to further his foreign policy ¢ 

Mr. Tries. I expect the answer to your question is yes, that there 
could be more confidence in investing money. 

Senator Matone. Now, let me take you a little further. 

You probably know, and if you do not you can look it up, that we 
have always had about 514 percent of our exportable goods exported 
before the 1934 Trade Agreements Act. In other words, it was legiti- 
mate trade where it was profitable for the buyer and seller. 

You do know that, do you not? 

Mr. Trices. Yes, sir. 

Senator Martone. If you deduct the amount of money you give 
these nations each year and you deduct the subsidies you pay on these 
products, such as the wheat to Cuba and you deduct your amount 
which you are giving them for national defense which comes under 
foreign trade, do you know that you are exporting now a lesser per- 
centage of your exportable goods than you were in 1934 when you 
passed the act? 

Mr. Triees. No; I do not know that. 

Senator Matone. Well, if you did know that, would it make any 
difference in what your testifying to? 

Mr. Trices. No, sir; because what I am testifying to here, to the 
best of my ability, is the policy of the American Farm Bureau Fed- 
eration. 

Senator Martone. I understand that, but let me ask you a personal 
question. Would you think it would be well to give every investor 
in the United States just the protection that we always gave him since 
1789 under the Constitution, a principle laid down by Congress, so 
that he knew that if he could compete with American consumers he 
was in business in the American market, and, when the American 
market was satisfied, the least efficient just go out of business ordi- 
narily ? 

We built this country on that basis, did we not ? 

Just answer that one personally, will you? 
ei Trices. We had a degree of tariff protection throughout our 

istory. 

ematoe Matone. What was the objective of the tariff protection ? 
Was it not to protect our standard of living? 

Mr. Trices. Yes, to build up what was once referred to as infant 
industries in the United States. 

Senator Martone. Is it necessary for the infant industries? Some 
people called them infants, but they are pretty husky infants. Be- 
cause they passed the infant stage was it necessary to destroy that? 

Mr. Trices. No, sir. 

Senator Mavone. Then the policy that we had had adopted by Con- 
gress over all these years was to protect the American wage, stand- 
ard of living, the taxes, and things that we collected, to build things 
that the public wanted. Then when you start destroying that you 
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are in a selective business of maintaining some industries and de- 
stroying others, are you not? 

Mr. Trices. I expect that it operates that way. 

The question is, do you favor those industries that on the basis of 
world costs are efficient and competitive in world markets or do you 
favor those industries which are unable to compete against world 
competition and I am sure both parties, both sides of this issue, are 
equally convinced that they are for the highest possible standards of 


American living and it is just a difference in view as to how to get 
that. 


Senator MaLonr. 
study it. 

You cannot even make monkey wrenches in this country in com- 
petition with $2 labor with American investments and machinery 
abroad with our know-how. You know how they do that, do you 
not? They take anywhere from 2, 3, 5, or 7 percent of well-trained 


—s e 
American workingmen, take them to these plants and show these 


people how to do this business and you must know in the up-to-date 
manufacturing plant that one man does not manufacture an entire 
tool or manufacture an entire product. What he does is to stand at 
a machine and do a certain job, For instance, while I was still in 
school I was a pretty good man on the filters in the —y industry. 
I knew how to handle the litmus and read the book. I did not know 
why the litmus paper did or did not color to a certain degree but 
when it did not, I knew what to add by the book. 

How long do you think it took me to learn that? About 2 hours. 
That is about how long it takes a man on most of these machines, 
maybe a week or 30 days. Then he is just as productive as an Ameri- 
‘van, and all this poppycock about us being able to compete with 
cheap labor with our machinery and know-how is just what it is. 
That is just what it is. 

Now, the State Department acting for the President has, in fact, 
remade the industrial map of the United States and the Congress 
gave them authority to do just that under the 1930 Trade Agreements 
Act because you can trade for your foreign policy, you can build up 
one industry or destroy another. That would not, in your opinion, be 
very conducive to investment of private capital in this country, would 
it ? 

Mr. Trices. Certainly not in those industries which might be sub- 
ject to the imports in substantial volume. 


Senator Matonr. They are all subject to it as soon as these invest- 
ments go into it. 


I have some news for you and I wish you would 








Then since World War II, we have given these nations about $70 
billion. We have another $4 billion coming up to build plants to 
compete with us, mines to compete with us and to build up dollar 
balance in gold. They can take this folding money and build up a 
dollar balance for the gold and demand it here under the testimony 
that Mr. Martin, who is a very learned individual, Chairman of the 
Federal Reserve, gave. He also testified that if they demanded the 
gold they are entitled to it. 


We would have $3,500 million left, which may not interest you, but 
the testimony is available to you. 
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Now, as these industries are being built and as more cotton and 
tobacco go in over there and we are giving them the money to do it, 
can you see any end to this business y competing with the low ~enat 
labor except to come down to their standard, if you are going to 
compete ¢ 

Mr. Triaes. I do not know how to answer your question, Senator, 
except that I am sure that the fundamental basis of our standards of 
living as well as the fundamental basis of any other country will 
be our total production or per capita production. This is the founda- 
tion of it. 

Senator Martone. What is the foundation of it/ 

Mr. Trices. A certain amount of trade coming on without reducing 
or in fact it would operate to increase per capita production. 

Senator Matone. But an entirely different production. 

Mr. Tricas. Yes, sir. 

Senator Martone. In other words, if you remake the industrial map 
of the United States in the image of your foreign policy 

Mr. Triceés. That is quite correct. 

Senator Matone. That is what you are for / 

Mr. Triggs. You can adjust our domestic industry in its character 
and format one way or the other by trade policy. 

Senator Mavoner. Yes, I think your testimony is entirely clear that 
you think it helps agriculture if you can trade some of the other in- 
dustries for it. 

That really is a short answer to what you are testifying to, is it not / 

Mr. Trices. Well, no, I do not think it quite is. 

Senator Matonr. How would you explain it ? 

Mr. Triccs. We feel that if agriculture is able to compete in world 
markets and sell its products in world markets that we should not be 
denied the opportunity to do so by reason of repressive—and I know 
this is a word that we can rule either way—import duties. 

Senator Matone. I understand you perfectly. 

Mr. Trices. That prevents other countries from earning any dollars 
to buy American products. 

Senator Martone. In other words, you would call it repressive if on 
a certain type of machine tool you h: id a duty that made the difference 
in. the effective wage, et cetera, between the chief competing nation 
and the cost of doing business in this Nation. You would think that 
was restrictive ? 

Mr. Tries. I think a lot would depend on whether it was 10 percent 
or 110 percent. 

Senator Matonr. Would it make any difference ? 

Mr. Triges. I think it would. 

Senator Matone. Let me give vou an indication of what foreign 
nations are doing to us. Do you know how much it takes in a tariff 
or taxes to get an automobile into England, for example? 

Mr. Trices. No. 

Senator Matone. Well, for your information, and I do not expect 
that it will stay with you very long, it costs 55 percent of the American 
cost, and that is just ‘about a good ‘example of everything going on in 
every nation. In other words, all these nations, the parties to these 

multilateral agreements, do not have to keep their part of the agree- 
ments so they agree to lower their tariffs but do not keep them. They 
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have import permits. They have exchange permits. They have mani 

ulation of the value of their money in terms of the dollar for trade 
advantage. They have tariffs. They have taxes, every form of re- 
strictive import on any product which they manufacture commercially, 

If you can just find 1 or 2 nations that do not do that, I will be very 
happy to know them, because the debate is coming up pretty soon. 

You believe that that is about true, do you not? I know it is true, 

Mr. Triees. There are a lot of restrictions other than simple tariff 
duties, that is correct. 

Senator Martone. They have the tariff. 

Mr. Trices. There is the allocation of exchange and quota systems 
and informal arrangements, even cartel arrangements. 

Senator Matone. As I understand you, you would be satisfied to 
just let the matter take its course, in other words, you can compete 
im bye agricultural field with your wheat and your corn and cotton 
and tobacco. 

Now, what keeps you from competing if youcan? You say you can. 

Mr. Trices. We are. 

Senator Matone. What keeps you from it? 

Mr. Trices. The exports of farm products last year were at a very 
high level. This is the major reason why agriculture is doing a little 
better today. 

Senator Stinewe: What is that major reason ? 

Mr. Triccs. The tremendous level of export of farm products. 

Senator Martone. Have you ever inquired as to just what subsidy 
and just what money is paid over there so that they could buy your 
farm products ? 

Mr. Trices. Yes. 

Senator Martone. We have a man down here from Canada who says 
that when we export our farm products we destroy their market. 

How did we export them? We pay a certain amount here. We 
have just given the Department of Agriculture quite a little money 
to continue it. 

He sells the farm products below the support price, does he not? 

Mr. Triaes. Yes, sir. 

Senator Martone. Do you want that to continue? 

Mr. Triees. We would like to get away as rapidly as possible from 
dependence upon subsidized exports. 

enator Matone. I did not hear any testimony before any committee 
that you wanted to stop that. 

Mr. Trices. We have not asked to stop it. 

Senator Martone. Then you do know that that is the way you sell it, 
do you not? 

Mr. Triccs. We need to get away from it. We want to get away 
from it as rapidly as we know how. 

Senator Martone. You said you-could compete. What I am telling 
you is that the Secretary of Agriculture goes to Europe, Asia, and 
various places, and sells its products for what it can get regardless 
of what the support cost was, does he not ? 

Mr. Triaes. Oh, I see the point you are making. That is true so 
far as many products are concerned. 

Renntor ALONE. Do you want that to continue or do you want to 
stop it? 
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Mr. Trices. We also are able to compete in the open market with 
many, many products. 

Senator Matonr. What are they ? 

Mr. Triecs. In my home State of California we export rice. Of 
course, in recent years this has been involved in the same sort of thing 
you mentioned. 

Senator Mavone. I did not understand that you were competing on 
an even basis for rice. 

Mr. Tricas. We were at the time I was out there. 

Senator Matonr. That is 7 years ago? 

Mr. Trices. That is correct. 

Senator Martone. That was during a war or right soon after a war. 

Mr. Trices. That is right. 

Senator Martone. During a war you probably could say you could 
do it but now you cannot do it without the Government buying it and 
selling it for what the Government can get ? 

Mr. Trices. I think much of the export of rice today is by private 
industry. I donot have any exact figures. 

Senator Matonr. Why do you not get some figures for this?’ They 
are all people who would like to have direct information. You speak 
in generalities, that you can compete with all this business, but you 
do not do it. 

Mr. Trices. Let me give you an illustration. 

We have always exported out of California, apples, pears, dried 
peaches, dried apples, dried prunes. 

Senator Matong. You even export some to Nevada? 

Mr. Triaes. Yes, sir. And many other things on a completely free 
market. 

Senator Matone. Is that the reason that you are for remaking the 
industrial map so that these other nations can import into the United 
States the products of cheap labor and you are for this several billion 
dollars a year of foreign market, so that you can continue to sell 
your apples and prunes? 

Mr. Trices. Well, we do not think that any precipitous action should 
be taken to remake our industrial setup. Of course, it would be 
possible to do so either way by the imposition of higher and higher 
tariffs or by vast reductions in tariffs. 

Senator Matonr. Do you call it a higher tariff if you just have the 
difference between the effective wages—I say effective wages because 
the Tariff Commission knows how to figure if the wages of labor are 
not quite as efficient—and the cost of doing business in this country 
and the chief competing nation, you call that a higher tariff, do you? 

Mr. Trices. I do not know, Senator. But if we adopt that policy 
wholly, we will not have any trade in competitive commodities. 

Senator Matone. You do show your complete ignorance now. 

Mr. Trices. If American automobiles of comparable character 
were—if you applied this principle, we would not import anv 
automobiles from Europe. 

Senator Matonr. Wouldn’t that be terrible ? 

I want to assure you that every witness that comes before this com- 
mittee or the Senate Finance Committee and tries to get advantage of 
another industry in this country is going to get the same questions. 

Mr. Trices. I know of your interest in this matter. 
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Senator Matone. I just have an interest in America. It is a 
— thing now, very few seem to have it, at least on the Potomac, 

think you will find the large majority west of it. I return every 
30 days for a couple of days to see how those boys work with their 
hands. You boys here pick this out as public sentiment that you 
get at the cocktail parties. 

Now let us get back to this business of replacing one industry with 
another. I tell you what I think of a liberal. You have pronounced 
yourself as one. I think they are the greatest throwbacks in the 
be ren They want to get back into the internal trade wars of old 

urope. 

In MTT6 we declared our independence, but at this moment, on 
account of the very things you are testifying to, we are in greater 
economic danger than we were in 1776. ‘They have our markets now 
with no responsibility for our welfare, with the help of certain people 
who think they are currently benefiting from it. Eventually they 
will all wind up behind the eight ball, but apparently the temporary 
advantage is what you really want, and that is what some are getting, 
apparently. 

Again I want to ask you, in closing, do you believe in the policy 
adopted by the 1934 Trade Agreements Act, allowing the President 
of the United States to trade any indutry or part of the industry to 
further his foreign policy, and the policy of 1936, competitive foreign 
nations sitting in Geneva, under the GATT, Geneva Agreement on 
Tariffs and Trade, making these agreements lowering our tariffs and 
of course agreeing to lower theirs, but not keeping the agreements. I 
am referring to GATT regulations. They do not need to do that 
until we are all living alike, then they could show that they are short 
of dollar balance. But until everything is divided so that we are 
living alike, they can keep theirs. 

Maybe you never thought it through, but I would be very much 
interested to know if you are for that. 

Mr. Trices. Senator, I do not know of anything less important to 
this committee than any personal attitude I might have. All I can 
say is that it is the policy of the American Farm Bureau, and they 
think it is in the interest of farmers and in the interest of the country 
and the public that our national policy should involve trade at a 
high level rather than trade at a low level. I do not think I can say 
more than that. 

Senator Martone. I agree with you there. 

Do you know—maybe you do not—that no nation or individual can 
get something cheaper somewhere else. I wonder if they will trade 
with us after they can buy the stuff. 

Mr. Trices. They will not trade with us out of sentiment or anything 
like that, and we would not trade with them out of sentiment. 

Senator Matone. What are we doing this for ? 

Mr. Triacs. We may do some things, Congress may do some things, 
the executive branch may do some things out of sentiment or out of a 
broad-scale consideration of public policy, but as far as business is 
concerned, it buys and sells on the basis of where you can get the 
cheapest. 

Senator Marone. As these nations—whether it is our American 
money, $50 billion of it has alreday been expended in these foreign 

















LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 621 


nations for plants—whether it is our own people or the American pro- 
duction, investments, as they then manufacture these materials in a 
foreign nation where they can get it cheaper, it does not seem very 
reasonable that they would buy it here; is that right ? 

Mr. Trices. That is right. 

Senator Martone. Do you not know that has been going on for 
years with investments in these plants ? 

Mr. Tries. Yes. 

Senator Maton. Do you not know they are planning to buy back 
more and more wheat and more and more agricultural products abroad 
each year and cutting down the need for imports ? 

Mr. Triaes. That is correct. 

Senator Martone. We are furnishing the money. Then why do you 
believe we will get this trade when we quit giving them the money 
outright, the taxpayers’ money, to buy it ? 

Mr. Trices. You are getting on a subject now where we are closer 
to agreement. We have testified in favor of a curtailment in total ap- 
propriations for the Mutual Security Act. 

Senator Matone. But you still want the free trade ? 

Mr. Trices. We still want a high level of trade. Can I express it 
that way, Senator ? 

Senator Matonr. SodoI. But a high level of trade is a profitable 
trade, is it not ? 

Is that not what you want, a profitable trade ? 

Mr. Trices. Yes. 

Senator Matonr. Then the profitable trade, as I have just told you, 
and I have proved that to you, is less percentage of the exportable 
goods than there were in 1934 when they passed the act. 

You made a remark a while ago that to me is insane, and that is 
that you would have no trade if you did not have this free trade. 

Mr. Triags. I did not mean to infer that. 

Senator Martone. I was certain you did not. I wanted to correct 
the record. 

That is all, Mr. Chairman. 

The Cuatrman. Are there any questions, Senator Watkins? 

Senator Warxtns. Mr. Trigg, I did not hear all your testimony, 
but I have glanced over your manuscript. There are a few questions 
I would like to ask you. 

As I understand it, your organization does believe in reciprocal 
trade policies ? 

Mr. Tricas. Yes, sir. 

Senator Watkins. And you support the reciprocal trade policies 
of the country as of now ? 

Mr. Tricas. We may have some reservations. We may have some 
amendments that we would prefer in the act. I am not here to 
testify on reciprocal trade, and I am not well versed in this field, 
frankly, Senator, except I am able to tell you in a general way that 
we favor trade-agreements legislation. 

Senator WaTxrns. You favor the extension of the Reciprocal Trade 
Act ? 

Mr. Trias. Yes. 

Senator Warkrns. All of it? 
Mr. Tricas. I think essentially the answer to your question is “Yes.” 
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Senator Warxins. Including the escape clause and the peril-point 
provision ? 

Mr. Triaes. Yes. 

Senator Warxins. Do you believe that the minerals industry is 
necessary to the welfare of this country ? 

Mr. Trices. I am sure it is one of our important industries that we 
need to maintain. 

Senator Warxins. To be specific about it, not to leave it so gen- 
eral, do you believe that the lead and zinc industries, for instance, 
are necessary to the welfare of this country ? 

Mr. Triaes. Senator, now you are asking me questions that I can 
7 testify to as Matt Triggs. 

enator WaTkINns. I mean your association. When I speak to you, 
I mean the association for which you speak now. 

Mr. Triees. We have not prepared any policy that says each and 
every minerals industry is an essential industry. I am sure in gen- 
eral our folks would agree that a big substantial minerals industry 
is an important part of the American economy. 

Senator Warxrns. You know that this specific bill that is now 
before this committee, which you oppose as I understand 

Mr. Triees. Yes, sir. 

Senator Warkins. Has to do with lead, zinc, copper, tungsten, and 
fluorspar ? 

Mr. Triges. Yes, sir. 

Senator Warxins. All right, we have gotten down to specific min- 
erals. Now let ustake it a bit at a time. 

On lead and zinc, do you think it is necessary to have a lead and 
zinc industry in this country ? 

Mr. Triees. I do not know where the sources of lead and zinc ore 
are. From the standpoint of national defense, national security, if 
they were right across the line in Mexico or Canada, I do not know 
that it would make a whole lot of difference. We have to have availa- 
ble to the economy certainly this raw material. 

Senator Watkins. Do you think that it would be a wise policy to 
have them available in our own country, at least to cover part of 
our requirements ¢ 

Mr. Trices. I think it is desirable. 

Senator Watkins. And the Farm Bureau, of which I am a mem- 
ber, incidentally, would take the position that it would be necessary 
to have that kind of industry here, at least to have those minerals 
available within our own boundaries ? 

Mr. Trices. All I can say is that on the question of mineral policy, 
the American Farm Bureau Federation does not have any policy 
that I can get out of the book and read to you. We do not figure that 
it is our responsibility to devise a policy for the minerals industry. 
We are not competent to do so. Our only purpose in appearing here 
was to—— 

Senator Watkins. You are opposing a bill that is proposed to help 
take care of these industries that I have mentioned. You are opposing 
that. Now you are opposing that, the question naturally comes to 
mind, are you in favor of maintaining these industries as a part of 
our basic economy ! 

Is that not a fair question ? 
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Mr. Trices. I suppose it is a fair question, but it asks a question 
that the American Farm Bureau Federation, as a federation, does 
not have an answer to. All I am saying in testifying here, Senator 
Watkins, is that in our belief the payment approach toward —— 
this problem is an issue far broader than the minerals industry, an 
the one that we would feel would have precedent that would be very 
undesirable. 

Senator Warxins. You have no doubt but what it is necessary to 
the economy of this country to have an agricultural industry, do you? 

Mr. Triaas. That is correct. 

Senator Warkins. You and I agree on that. We would not hedge 
on that for a moment, would we ? 

Mr. Triaes. No. 

Senator Watkins. I happen to be engaged in agriculture. I do 
not own a share in any mining concern in the world; I never have. 

Do you believe that any nation would be safe in the world such as 
it is without having within its own shores industries of that kind 
that would provide for some of its basic defense requirements? Not 
only defense requirements but its economy requirements ? 

Mr. Trices. Senator, I have to answer your question personally. 
I think the answer is yes, personally. 

Senator Warkins. As one member of the Farm Bureau, I think 
the Farm Bureau would come up with the same answer. 

Mr. Triaes. They probably would. 

Senator Warxrns. Do they not necessarily have to in arriving at 
policy decisions to oppose a measure of this kind ? 

Do you know what this measure at least is designed to do? 

I am not agreeing whether it does or does not do. But it is designed 
to help maintain this industry. The Tariff Commission has now 
found, after a very, very long hearing and a very intensive hearing 
and investigation into the situation confronting the industry, that it 
is being destroyed, and it has found that the cause of its destruction 
is an excessive import program bringing in too many metals, lead 
and zinc, into this country, which would prevent our people from 
selling at prices which would keep them in business. 

Of course, the Nation has taken the view a long time ago, and 
recently as well, that the lead and zinc industry is basic to this 
country’s needs, not quite as much to the extent that farm products 
are, but at least in a relative sense it is a necessary industry. 

The law which you say you believe in, and your association supports, 
is the Trade Agreements Act, you said you believe in all of it, includ- 
ing the escape clause ? 

r. Trees. Yes, sir. 

Senator Warxrns. Now the industry, lead and zinc industry, has 
attempted to get a remedy for its situation through that act. You 
believe that act ought to be enforced ? 

Mr. Triaas. Yes. 

Of course, it is a question of judgment. Whether their judgment 
has been good or bad, I do not know. 

Senator Warxrns. At least we had to put the judgment in some- 
body’s hands, and that judgment has been rendered by a duly con- 
stituted authoritative body prescribed by the Congress and by the 

executive department. It has held its hearings, it has made its find- 
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ings. It has found that this industry is in peril, in danger, and it has 
made a recommendation. 

Do you believe we ought to go through with that remedy? 

Mr. Trices. It seems as though under those circumstances that the 
escape clause is apparently applicable. 

Senator Watkins. You say it is applicable? 

Mr. Triees. It would appear to me so. 

Senator Watkins. You are in favor of going through with it? 

Mr. Triees. We feel that the escape clause should be used where it 
should be used. We do not set ourselves up as experts to know when 
it should be used. 

Senator Warkrns. If you are opposing this, you know there are 
only about two remedies left except one that Senator Malone has 
suggested, that is the ending of the Agreement Act completely. 

As a realist, I realize it is going to be a difficult thing to end. If 
we are going to have that law in effect, we have only two ways to do it; 
either by subsidy or by following the law as it is now written follow- 
ing the judgment and the recommendations made by the Tariff 
Commission. 

Now, you realize that is the situation, do you not ? 

Mr. Trices. Yes, sir. 

Senator Warxrins. You know what the subsidy program is in this 
bill, do you not? 

Mr. Trices. Yes. 

Senator Warxins. You have studied that ? 

Mr. Trices. Yes. 

Senator Warxins. You know what it contains and what it is in- 
tended to do? 

Mr. Trices. Yes. 

Senator Warxsins. And you are against that? 

The only remedy left then is the escape clause, is that right? 

Mr. Trices. It sounds as though this is the only remedy left, but 
to answer your question, we would feel that the escape clause should 
be used where applicable. 

Senator Warkrins. Suppose you were the President of the United 
States and you determined as a matter of international policy and our 
national defense and our national welfare that the industry has been 
damaged, is being damaged, is being threatened and ought to be given 
some relief, but to give the relief in the way that the Tariff Commission 
has recommended would in your opinion be disastrous to this country, 
what would you then do? 

Would you recommend as a policy something like this subsidy or 
would you just say we will not do anything ? 

Mr. Triecs. The administration has of course recommended this as 
a policy. You ask me to suggest which of these two alternatives is the 
preferable alternative. 

Senator Warxkrns. I would like to know your answer to that. 

.. Mr. Triees. All I can say to you is that, as a witness for the Amer- 
ican Farm Bureau Federation, I cannot answer that question. We 
have not dealt with it. 

_. Senator Warxkins. You are opposed to this one, but you do not 
come up with anything better, and you know time is running out on us, 
Mr. Trices. Here we appear testifying against this alternative. 
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Senator Warxrns. But you do think the Farm Bureau would be in 
favor of the law as written ! 

Mr. Tricas. Yes, sir. 

Senator Warkins. If you favor that law, then you would favor 
the carrying out of that law when it has been put into effect? 

Mr. Trices. Yes, sir. 

Senator Warxins. The process provided for had been used, and 
recommendation had been made that relief was due? 

Mr. Tricas. Yes, sir. 

Senator Warxins. As a matter of fact, that kind of program, Dr. 
Brossard’s program, described the Republican side of the program. 
Have you studied the effect that would have on our own industry and, 
also, upon the industry of nations with which we are now at peace 
and who are allies to us ¢ 

Mr. Trices. I am not familiar with the Dr. Brossard’s program. 

Senator Watkins. Do you know what they recommended ? 

Mr. Trices. No. 

Senator Watkins. Do you know they recommended quotas and 
tariffs ? 

Mr. Triegs. I did not, but I am not surprised. That is one of the 
alternatives. 

Senator Warkins. Ordinarily, I have great respect for you, Mr. 
Triggs. I have known you for many years. I have only met you 
once or twice in my life, and I have great respect for the Farm Bureau, 
and I try to be loyal to it whenever I can. Sometimes I find myself in 
disagreement with them, but that is true in American life and in 
organizations. Certainly, your organization, before it took a posi- 
tion against this, ought to say, “Here is another American industry 
which is necessary to us and to our defense and has been so deter- 
mined by all the experts. What are we going to propose? We are 
going to oppose this and say, whatever the remedy should be, we do 
not know, but we do know that we do not want this.” 

Mr. Trices. You have summarized our position, Senator. 

Senator Watkins. Are you not competent to tell us whether this is 
a good or bad one? 

Mr. Tries. This is a proposal that is much broader than the mineral 
industry. 

Senator. Warkins. It is something like the program we get for 
agriculture ; this subsidy ? 

Mr. Triaes. Yes. 

Senator Watkins. You are not opposed to that, are you? 

Mr. Triees. If this is good for the minerals industry, it ought to 
be good for agriculture, for the ceramics industry, for what have you. 

Senator Warkins. As a matter of fact, do you not think the Secre- 
tary of the Interior or other people are following the agricultural 
policy, just imitating it ? 

Mr. Triaas. I hope they are not. 

Senator Warktins. Does not agriculture get a subsidy ? 

Mr. Trices. To institute a comparable program, as is suggested here 
for agriculture, would be a fundamentally different proposition than 
what we have now. 

Senator Watkins. I admit there are some differences in the facts. 
I-admit that agriculture, in the growing of things, with so much 
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land available, makes a different picture, but the principle is substan- 
tially the same, is it not? In other words, the agriculture has a 
support program to keep you people in business. I do not happen 
togetany. lama fruitgrower. 

r. Trias. No; you are fortunate. 

Senator Warxins. We can let the fruit stay on the ground and not 
worry about cutting it, that sort of thing. But we do have a support 
program for agriculture. 

Now, the administration might propose, honestly and somewhat 
logically, that they support the program for one of the minerals 
industries, for that particular part which is having difficulty right 
now, necessary to our economy. I do not see very much difference 
in the principle between this and some of the things we are doing for 
sacioniieen, even the things that the Farm Bureau supports. 

Mr. Trices. We are wholeheartedly opposed—I am sure you know 
this—we are wholeheartedly opposed to the use of direct payments 
as a device to bring income into agriculture. 

Senator Warxins. You are not opposed to flexible supports, are 

ou? 
. Mr. Trices. No. We consider that price supports are a much 
better alternative than direct subsidy payments. 

Senator Warxkrns. Do you not get them direct on price supports? 

Mr. Trices. No, sir. 

Senator Warxins. How do you get them? Then I have been mis- 
led. You go borrow on it, and then you do not pay the debt and 
let Uncle Sam take the product. Is that the way it works? 

Mr. Trices. Yes. 

Senator Watkins. That is what I would call a direct method. It 
is not even clever in its evasion, if it is supposed to be evasion. 

Mr. Trices. The direct manner would be along the lines of the 
Brannan farm program, which was reviewed by Congress a few 
years ago. A direct-payment program comparable to this, a direct 

ayment program for agriculture, would cost between $714 billion to 
10 billion a year. 

Senator Watkins. That is, if it went the full distance, but here you 
do not go the full distance any more than you do under the fiexible 
supports. You operate in a free market down to a certain point and, 
when the product gets to that base, then immediately they can go to 
the United States and sell to the warehouse, in effect. There are a 
lot of things in between, I know, but, when you get through with it 
all, that is about what happens, is it not? 

Mr. Triees. I would think that a minerals-purchase program would 
be a much sounder proposition than a payment program. This would 
be in line with our policy. 

Senator Watkin. Of course, this would eliminate a lot of storage 
and a lot of other things; there is no question about that. Of course, 
when the farmer produces and sends it to the warehouse, then we 
have the everlasting job of finding warehouses to hold it. Con- 
sumers, on the one side, are complaining all the time about it because 
they have to put up the taxes, and the farmers are complaining, well, 
if we did not get this kind of thing we would be out of business 
and there would not be any more food for you, we have to insure 
the food supply. That is the way we farmers justify it, although I 
do not get any of it. 
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On the minerals, the Government comes in with a proposal which 
means nothing, more or less, than keeping the industry from getting 
destroyed, so that industry will take care of part of our requirement, 
not all of it but part of it. é' 

Now let us get over to the escape-clause detail. You say you do not 
know any of those? 

Mr. Triaes. No, sir. 

Senator Watkins. You do not know anything they have recom- 
mended, but you are in favor of that kind of program ? 

Mr. Triccas. We have always supported the escape clause of the 
Trade Agreements Act. 

Senator Watkins. Why did you not put that in your paper that 
you approved that method, instead of just leaving it open ? 

Mr. Trices. I was not testifying on the reciprocal trade agree- 
ment legislation here, Senator. 

Senator Warxrns. In studying this whole question, you could not 
help but make a study of it. 

Mr. Triaes. It is related certainly. 

Senator Warxrns. In other words, you have already said you favor 
the reciprocal trade extension. That includes the escape clause and 
all the rest of it which, if you are intellectually honest, and I assume 
you are, then you would go down the line and say yes; we are in 
favor of that remedy. When you have done all the things necessary 
and the remedy is proposed, then we ought to put that in effect. 

Mr. Tricas. Yes. I agree with you on that statement. 

Senator Warkins. Both parties have agreed on that and the Presi- 
dent is in full agreement, at least the last time I heard from him he 
was. We have that kind of choice now between this kind of program 
here in the closing days of the session of Congress and the escape- 
clause provision that the law already provides, and we have before 
us a bill now to extend the Trade Agreements Act. 

I assume, know it is a fact because I have checked it, the act that 
is now recommended, sent up by the administration, provides for 
an escape clause very much along the same lines we have had before. 

From what I have gathered—lI have not been told this by anybody, 
I have heard witnesses here, including the Assistant Secretary of 
State, Mr. Dillion—one reason why we are not proceeding under the 
escape clause is because there is a strong feeling that 1f we went 
through with the escape-clause provision, we might increase the haz- 
ards to our own security. 

As a defense matter, we find it necessary to find some other way to 
get relief for the industry that is being damaged. As a good loyal 
American, and a good loyal American association which Sas one of 
the finest records of any of the industry groups in the United States, 
why do they not come up with some suggestions ? 

If you do not want this and if you are faced with a situation such 
as the administration feels it is faced with, I am not saying I am 
in agreement with either position, but I am asking the question be- 
cause I really would like to know; I am trying to make up my mind 
with respect to this. 

Mr. Triges. You are are asking for a judgment by me as to which 
way we should go, and I have to say that I cannot answer for the 
American Farm Bureau Federation, but I do believe that it is the 
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‘view of our people that if you have to do one or the other, that the 
imposition of the escape clause is the favorable route. 
enator Watkins. Can you think of any other way we might go?! 

Now that involves tariffs and quotas, and even if we defeat the ex- 
tension of the Reciprocal Trade Act, and, as suggested by Senator 
Malone, we may wind up with the tariffs of 1930 in full force and 
effect. 

Do you know anything about those tariffs, what it would mean to 
us, for instance, if we have a specific tariff on minerals which, under 
modern conditions, are certainly not helpful ? 

You would have to add an ad valorem to the tariff to do any real 


Mr. Triges. I hope I phrased my words carefully. If this is the 
choice, then we think this is the way to go. When I say that, I do 
not necessarily mean that the American Farm Bureau Federation says 

‘that any particular level of production of each of these minerals is 
necessary and desirable, because we do not know. This is the subject 
of a long study. 

Senator Warxrns. I have listened very much to the Defense Depart- 
ment and to the executive department as a whole, and I think the ex- 
ecutive department has said they are essential. Otherwise, this pro- 
gram would not be even before the Congress at the present time. 

Congress set up another type of program, that is the escape clause, 
peril-point provision, and they left a certain amount of discretion in 
the hands of the President, who can either go along or he can suggest 
something else apparently, and he suggested this, which means in ef- 
fect that he thinks the Tariff Commission was right when it said the 
industry was in peril and that it ought to be given some kind of rem- 
edy to see that it does not pass out of existence. He has made that 
decision, apparently. 

You do not disagree with that decision ; do you? 

Mr. Triees. I do not disagree with it at all. I do not know the 
proper level at which we should seek to maintain any of these indus- 
tries. That is a question for others who have the major responsibility 
to decide. 

Senator Warxins. Take it for granted or let us assume—let us put 
it that way—let us assume that the Tariff Commission was right when 
it said the industry was being damaged and relief ought to be granted, 
and make a recommendation. I am not going to hold you to the 
recommendation. 

The President agreed apparently that the industry is being dam- 
aged and relief ought to be given. 

Now, are we going to reject this program by simply saying we are 
against it without suggesting anything else to take its place, without 
any study apparently what the Tariff Commission recommended ? 

Are you not the ecou.omic adviser to the Farm Bureau ? 

Mr. Trices. No. Iam the assistant legislative director. 

Senator Warxrins. Who does the economic thinking ? 

Mr. Triacs. We have a research department. 

Senator Warxins. Where is that fellow? We ought to have him 
up here. 

Mr. Triees. Hamilton. 
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Senator Warxins. Here we are facing a practical solution. I come 
from an area where we have miners. Mining is an important industry 
in our area. We still have one of the largest copper mines in the world. 
Sixty-five percent of the employees are still there. In normal times it 
is more than 65 percent. 

We have an abnormal condition due to the Korean war. We have 
had an abnormal production all over the world. That is one of the 
things that has affected the market at the present time because there 
was a heavier demand than existed before. 

Well, this problem is not an easy one. I can recognize that. I have 
had difficulty and still have difficulty in determining in my own mind, 
with the evidence I now have, which is the best way to go into this kind 
of situation. If we could start from scratch, all over again, without 
any of these obligations, without any of these dangers and threats to 
‘ur security, it would be one thing, but to take the sitaution as we find 
it now, and that is what the administration is taking, as it finds it now, 
it may be right or it may be wrong, I am not sure in my own mind. 


‘But, personally, I would like to go along with the pledges of both the 


Democratic platform and the Republican platform and the pledge of 
the administration that it will enforce those provisions, but I am not 
going to say that I will not consider, that I will oppose anything it 
proposes until I have had all the facts and know exactly what this 
other type of program means. 

You have to take into consideration, too, the practical situation 
existing in the Congress. Can we get such a program as is now 
proposed authorized ¢ 

If we get it authorized, can we get the Congress to appropriate the 
money each year to pay for the cost of that type of program ? 

Those are some of the practical things that the industry and this 
committee and the whole country has to think about. Now we cannot 
stand on a lot of doctrinary matters in a situation of this kind. It is 
very practical. It is very urgent. The danger threatening us is real. 
There is no question about that. 

There is just a question of honest patriotic Americans trying to get 
together to work out something in the interest of the country. 

Remember, we cannot roll history back. We are in a situation where 
it may take quite a while to undo the effect of it. It may be necessary 
to undo the effect before we can start out on some kind of perfect 
theory of economics. If you get out in the middle of the mountains 
with a car broken down, you have to get out of there with what you 
have in your hands. 

Senator Marone. I should like to ask a couple more questions. 

Of course, the thing that intrigues me, Mr. Triggs, is why anybody 
would want to continue contrary to the Constitution of the United 
States. In other words, I think I asked you this before; maybe it was 
another witness. 

It would be just as reasonable for the Congress to pass an act trans- 
ferring the fixing of foreign policy to the legislative branch, for article 
2, section 2, fixes it in the executive branch. That is to do what we 
have already done; is it not? 

Mr. Triaas. Yes. 

Senator Matonr. Of course, nobody would be for it if they under- 
stood what it would do without amending the Constitution. ; 
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In my humble opinion, if any Member of the Senate or House intro- 
duced an amendment to do either one, he would not dare go home be- 
cause he would at last realize what he had voted for. 

If you go back to the Constitution of the United States, you are going 
back to article I, section 8 of the Constitution. That means that the 
Congress of the United States would regulate this trade on that base 
laid down in section 336 of the 1930 tariff. That is right, is it not? 

Mr. Tries. Yes. 

Senator Martone. You have only one alternative to that if you want 
to go back to a policy so that every investor in the United States can 
invest money in the production of any product he cares to if he is will- 
ing to depend on his own judgment as to whether or not he can compete 
with Americans. Is that not right? 

Mr. Trices. Yes. 

Senator Matone. That is what we had for 150 years. When the 
American market was overproduced, then the least efficient went out of 
it, you did not hear anything about it, and that did not come to Con- 

ess, because that is what you were investing your money on, on your 
judgment. 

Now you have one man that can say this industry is not necessary for 
salduel iden, so we will trade it for a foreign policy. That is pos- 
sible, is it not ? 

Mr. Trices. Yes, it is possible. 

Senator Matonr. Now I think what is happening in the whole pro- 

am, 25 years of it, is catching up with the Congress. We are now 

iving ona war economy. All we have to do is look at it and you will 
know. 

If you are spending at the rate of $40 billion a year, it will be $50 
billion next year, or out like a light. Your markets are good. The 
American markets are good. If you will study that, you will admit 
that. 

Perhaps you have already studied, have you? 

Mr. Trices. We are continuously engaged in a study. 

Senator Matong. You are only interested in farm products. You 
are not interested in the economy of the United States of America. 

Senator Briere (presiding). I think Mr. Triggs was trying to answer 
that last statement. 

Mr. Trices. I am sure the Senator did not mean it the way it sounded. 

Senator Matong. I did not mean it that way because I know you are 
nore American, but your temporary interests have gotten the best 
of you. 

Mr. Triees. Our people are convinced that a trade policy involving 
trade at a high level is in the interest of not only farmers, but in the 
interest of all the people. 

Senator Martone. I know everybody is for a high level of trade on 
a profitable basis, but not to trade one industry for another. 

You are for that, to trade one industry for another. You have al- 
ready testified to that. I am sure if you understood it well enough, 
you would not be, but you have testified you are. 

In this committee is also a Senate bill 34. I will lend you this copy 
when you leave. This bill was introduced on January 3, 1957 in this 
session of Congress, the 85th. This bill would do nothing that would 
not happen if you just ogly extended the Trade Agreements Act. It 
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would go back to the 1930 act, but this bill would amend the 1930 act 
and give the Tariff Commission a little more leeway to do exactly 
what we have been trying to do for 150 years. 

In 1934 we reversed the process and began to trade one industry for 
another in foreign policy. It says in the beginning: 


To maintain an investment climate through the principle applying equality to 
the whole country. 


An investment climate being, you can invest money on your own 
jucigment, you could compete with other Americans for that market, 
you are in business and if you cannot you are out of business, When 
the market is saturated with that particular product, the least efficient 


would go out of business. 
Next, to provide the necessary flexibility. Now this is what you 


would do: 


Periodic adjustment of import duties. 
The Commission is author zed and directed from time to time to prescribe and 
establish import duties on critical minerals, metals, and materials—— 


We confine it to metals and minerals. Many of us believe that the 
Harry Dexter White principle, that was pronounced in 1945 when he 
wanted to loan $5 billion to Russia for the production of these mate- 
rials was to get us dependent upon Russia. That is about the way it is 
working out except for the stockpile. 


—which will within equitable limits provide for fair and reasonable competition 
between domestic articles and like or similar foreign articles in the principal 
market or markets of the United States. 


I am not going to read all this, but I am going to ask where it is 
marked on page 4 and ending on page 8, as noted, that it be made a 


part of the record at this time. 
Senator Brste. Without objection, the parts indicated by Senator 


Malone will be made a part of the record. 
(The excerpt referred to follows :) 


{Excerpt from 8. 34, 85th Cong., 1st sess.] 


A BILL To provide relief for producers of certain critical minerals, metals, and materials 
indispensable in the construction of jet engines 


* * » * * * Yo 


“SEC. 336. PERIODIC ADJUSTMENT OF IMPORT DUTIES. 


“(a) The Commission is authorized and directed from time to time, and sub- 
ject to the limitations hereinafter provided, to prescribe and establish import 
duties on critical minerals, metals, and materials, which will, within equitable 
limits, provide for fair and reasonable competition between domestic articles 
and like or similar foreign articles in the principal market or markets of the 
United States. A foreign article shall be considered as providing fair and rea- 
sonable competition to United States producers of a like or similar article if 
the Commission finds as a fact that the landed duty paid price of the foreign 
article in the principal market or markets in the United States is a fair price, 
including a reasonable profit to the importers, and is not substantially below 
the price, including a reasonable profit for the domestic producers, at which 
the like or similar domestic articles can be offered to consumers of the same 
class by the domestic industry in the principal market or markets in the United 
States. 

“(b) In determining whether the landed duty paid price of a foreign article, 
including a fair profit for the importers, is, and may continue to be, a fair price 
under subdivision (a) of this section, the Commission shall take into considera- 
tion, insofar as it finds it praeticable— 

“(1) the lowest, highest, average,.and median landed duty paid price of 
the article from foreign countries offering substantial competition ; 
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“(2) any change that may occur or may reasonably be expected in the 
. exchange rates of foreign countries either by reason of devaluation or because 
of a serious unbalance of international payments ; 

“(3) the policy of foreign countries designed substantially to increase 
exports to the United States by selling at unreasonably low and uneconomic 
prices to secure additional dollar credits ; 

“(4) increases or decreases of domestic production and if imports on the 
basis of both unit volume of articles produced and articles imported, and the 
respective percentages of each ; 

“(5) the actual and potential future ratio of volume and value of imports 
to volume and value of production, respectively ; 

(6) the probable extent and duration of changes in production costs and 
practices ; 

“(7) the degree to which normal cost relationships may be affected by 
grants, subsidies (effected through multiple rates of export exchange, or 
otherwise), excises, export taxes, or other taxes, or otherwise, in the country 
of origin ; and any other factors either in the United States or in other coun- 
tries which appear likely to affect production costs and competitive relation- 
ships. 

, “(e) Decreases or increases in import duties on critical minerals, metals, and 
materials, designed to provide for fair and reasonable competition between for- 
eign and domestic articles may be made by the Commission either upon its own 
motion or upon application of any person or group showing adequate and proper 
interest in the import duties in question: Provided, however, That no change in 
any import duty shall be ordered by the Commission until after it shall have 
first conducted a full investigation and presented tentative proopsals followed 
by a public hearing at which interested parties have an opportunity to be heard. 

“(d) The Commission, in setting import duties so as to establish fair and rea- 
sonable competition as herein provided, may, in order to effectuate the purposes 
of this Act, prescribe specific duties or ad valorem rates of duty upon the foreign 
value or export value as defined in sections 402 (c) and 402 (d) of this Act or 
upon the United States value as defined in section 402 (e) of this Act. 

“(e) In order to carry out the purposes of this Act, the Commission is author- 
ized to transfer any article from the dutiable list to the free list, or from the 
free list to the dutiable list. 

“(f) Any increase or decrease in import duties ordered by the Commission 
Shall become effective ninety days after such order is announced: Provided, That 
any such order is first submitted to Congress by the Commission and is not dis- 
approved, in whole or in part, by concurrent resolution of Congress within sixty 
days thereafter. 

“(g) No order shall be announced by the Commission under this section which 
increases existing import duties on foreign articles if the Commission finds as 
# fact that the domestic industry operates, or the domestic article is produced, 
in a wasteful, inefficient, or extravagant manner. 

“(h) The Commission, in the manner provided for in subdivisions (c) and (f) 
in this section, may impose quantitative limits on the importation of critical 
minerals, metals, and materials, in such amounts, and for such periods, as it finds 
necessary in order to effectuate the purposes of this Act: Provided, however, 
That no such quantitative limit shall be imposed contrary to the provisions of 
any foreign trade agreement in effect pursuant to section 350 of this Act. 

* oe + * * * e 


Senator Martone. Now I will indicate to you what a fair thing it is. 
The only thing it will do, it will improve to a certain extent the 1930 
act: 

(b) In determining whether the landed duty paid price of a foreign article, 
including a fair profit for the importers, is, and may continue to be, a fair 
price under subdivision (a) of this section, the Commission shall take into 
consideration, insofar as it finds it practicable— 

(1) the lowest, highest, average, and median landed duty paid price 
of the article from foreign countries offering substantial competition ; 

(2) any change that may occur or may reasonably be expected in the 
exchange rates of foreign countries either by reason of devaluation or 
because of a serious unbalance of international payments; 
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Where they eliminate their currency value in terms of dollars for trade 
advantage, the ‘Tariff Commission can take it into account. 

(3) The policy of foreign countries designed substantially to increase 
exports to the United States by selling at unreasonably low and un- 
economic prices to secure additional dollar credits; 

(4) increases or decreases of domestic production and of imports on 
the basis of both unit volume of articles produced and articles imported, 
and the respective percentages of each; 

Now, this will appear in the record. It is Senate bill 34, introduced 
January 7, 1957. It is not intended to change the 1939 act except to 
give the Tariff Commission a little more leeway in determining the 
proper difference in cost. 

Now, what that would do would be simply to apply to minerals and 
metals, not apply to any other article at all. 

It will simply take 19 minerals out from under the argument of free 
trade. They are strategic and critical minerals, so pronounced by the 
armed services. A domestic going concern’s production is probably 
a better safeguard to national defense than any kind of stockpile, 

Now, that would only interest you to the point where you would 
like to see the production of those certain 19, or whatever the proper 
number is, minerals traded to a foreign country that can produce them 
and import them so that you can sell more grain. That is the only 
change. 

It does not go into any other products whatsover. I would like you 
tostudy it. Take it up with your people and let us know if you would 
object to the protection of an industry on the basis of fair and reason- 
able competition, a tariff never higher or lower, flexible, adjusted by 
the Tariff Commission to make the difference between the production 
here and the production abroad in the chief competing country. 

Will you do that for us? 

Mr. Trices. Yes. It will bein the record ? 

Senator Martone. It will be in the record. And of course you can 
get the entire bill. 

Now, what you have testified to is that you believe wherever an 
article can be produced cheaper, that that article should be available 
tothis country ¢ 

Mr. Trices. No, because that would be a complete endorsement of 
free trade, and we have never in our policy done that. 

Senator Matonr. Could you say how far you would go? You 
have gone quite a ways, 75 percent reduction, 15 percent reduction 
of the 25 and now 25 percent reduction of what is left. 

You are for that ? 

Mr. Trices. Yes, recognizing that the full adjustment has not been 
made on many items. 

Senator Matonr. It was made on many items. But whatever has 
been the reduction, whatever is entitled under the law to be made, you 
are for it? 

Mr. Triaes. Yes. 

In other words, our interpretation of our general policy, which is 
backing expanded trade, is an endorsement of the extension of the 
Trade Agreements Act. 

Senator Matone. I understand that. One of the reasons given 
for that is that someone will say that consumers will benefit by a lower 
price. Upon investigation, and many of us have investigated it, I 
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hope enough to kill it in the Senate if it ever gets here, that is what 
happens; when you are out of business, whether it is mercury or 
tungsten or whatever it is, whenever the American production is down, 
then the foreign producer takes what the market will bear. 

I guess there is no reason to prove that to you; you know that al- 
ready, because many of them are American producers abroad and they 
are very cognizant of what the market is doing here and they will 
just take what the market will bear. Do you agree with that? 

Mr. Trices. Yes. 

Senator Matone. Now you understand that under this program of 
Senate bill 34, or under the 1934 Tariff Act to which it reverts, if 
we do not extend the act that all the tariffs are flexible by the Tariff 
Commission. Instead of going through the President or Geneva 
or some place else, the Tariff Commission recommends the difference 
on the basis of the difference in cost and it becomes the tariff, com- 
pletely, continually flexible, to be continually adjusted to meet that 
difference in cost, so that the American market is available for Ameri- 
cans on the basis of fair and reasonable competition. In other words, 
they would compete with foreign nations or foreign competitors on 
an equal basis. And if the American market is overproduced, the 
least efficient goes out of business and nobody pays any attention at all. 

Do you not think that is a pretty fair doctrine ? 

Mr. Triaes. Yes, that is the American competitive system. 

Senator Martone. When we changed the system, we said that under 
GATT in Geneva 46 competitive nations can choose the industry to 
stay in business. That is the policy, is it not? 

Mr. Triaes. It is a change in the policy. 

Senator Martone. Upon which we have built our standard of living. 
These industries then were protected on that principle established by 
Congress in 1789, the tariff would equal that difference in cost. There- 
fore, our standard of living advanced so much beyond any other stand- 
ard of living except in Canada, there is no comparison at all. Is that 
right ? 

Mr. Triaes. That is right. 

Senator Martone. If we had had this policy from 1789 that the 
President of the United States, like any dictator or queen—our writers 
of the Constitution were careful to separate the powers so that it 
could never happen to us—but if someone could have done that, 
selected industries that were going to be kept alive, what develop- 
ment do you think would have been west of the Mississippi River to 
start with ? 

Mr. Triecs. I do not know. 

P Senator Matonr. Or, as a matter of fact, any place in the United 
tates. 

You have some very smart people running international banks in 
New York and elsewhere who invest their money by telephone. I 
have come to this conclusion, that there is nothing you can produce 
in the United States of America in competition with two or three or 
four dollar labor, with our machinery and know-how, in competition 
with the standard of living, wages and the cost of doing business 
that we have in America today. Does that make any sense to you? 

Mr. Trices. Well, the pragmatic test is that up to now at least we 
have been able to export year after year far more than the total of our 
imports. 
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Senator Martone. Would you say that again ? 

Mr. Trices. I was not speaking just of agricultural products. 

Senator Matonr. We have given away $70 billion since World War 
II. The Export-Import Bank loans money to these nations to buy 
these. 

Mr. Trices. I get the point you are making, that this imbalance 
is possible because we keep giving other countries money. 

This is correct, of course. This imbalance could not continue 
forever unless we did this. 

Senator Matone. Suppose we put that back on profitable trade, 
According to all estimates of the amount, you would export less 
under the present situation, export less percentage than you were 
exporting in 1934, I see all these estimates or statements from the 
White House and from Paul Hoffman or from the one world govern- 
ment exponents. 

Why, 414 million people are employed in these exports. There is no 
question about that. But how many were employed in 1934? The 
greater percentage of the exportable goods were going into profitable 
trade and would not go at all in profitable trade if you subtracted the 
things you are giving in subsidy. 
oe say you have these exports. You are paying for every one of 
them. 

Now, Secretary Benson testified, one of the finest men I know, he 
has told us privately and I am sure he has testified officially that he 
is making enemies all over the world by dropping these farm products 
in there below the world price, which is about half of what it costs us. 
But forget that. He is making enemies all over the world. Canada 
just said the other day, in this morning’s paper, that we are taking 
their markets, which of course we are. The only thing is that Canada 
has more sense than we had. 

In 1948 I was making a talk up there and they were waiting then 
for us to give them the money under the Marshall plan to enable 
England to buy their agricultural products with cash. They also 
gave their prospectors a seven-and-a-half-dollar bonus per ounce. 
Nevertheless, that is what is happening to us. That is the reason 
that the Canadian dollar is worth more than the American dollar. 

You also notice that they manipulate, they value the money in terms 
of the dollar without regard to the value on the international exchange 
atall. France is one of them. 

Suppose that we just had a policy, cold turkey, that if we wanted 
to sell anything, we sell wheat to France, they pay for the wheat in 
francs, international exchange value, 400 to the dollar instead of 350, 
whatever it is. That money then would be received in our United 
States Treasury and used to buy whatever we want to buy from France 
and her possessions. Would there be anything wrong with that? 

Mr. Trices. No, as I understand your question. That is the basis 
of trade now. 

Senator Matone. But it is not. The basis of trade now is that we 
pay the difference between the world price and the American cost. 

Mr. Triaas. Yes, under this special legislation. 

Senator Matonr. It has nothing to do with world trade at all. It 
is not trade. We just give it to them. You agree with that? 

Mr. Trices. Yes. The statement you made is a statement of the 
normal trade situation. 

27255—58—pt. 2——14 
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Senator Martone. Yes. Of course we have not had anything normal 
for 24 years. We have just got the dust kicked up. 

' You see, it would not be giving anybody anything. That is the 
reason these economic one-worlders do not like it. If you want to sell 
your wheat to France, to Turkey or someone else, let them give you 
their money in terms of their money on the world stock exchange and 
then let our Government take that money and, if it is Turkey, let them 
buy chromite with it. 

The only way we can win or lose would be to change the value 
on the international exchanges between France and us, is that not 
about it ? 

Mr. Trieas. Yes. 

Senator Matone. Would that not suit you? 

- Mr. Triees. I think this is desirable. We are not the only ones 
that can make this determination. Other countries participate. 

Senator Maronr. Are we not? You mean we have to have them 
agree they will not cheat you ? 

Mr. Trices. I guess I am not following you, Senator. 

Senator Martone. Let us go over it again. I think you are follow- 
ing me all right. 

In other words, we have to have someone agree with us that they 
will not cheat us in a transaction, otherwise we are bound to be 
cheated ; is that it? 

Mr. Trices. No. If we have Turkish exchange, we have the right 
to expend that Turkish exchange within such limit as the Turks seek 
to place on it. I guess they have that sovereign power and there is 
nothing we can do about it. 

Senator Matone. The English have always used that. 

In 1947 I was in Italy. A banker there cried on my shoulder for 
a couple of hours. He said he thought he was doing pretty well. 
He had an exchange balance in pounds and now they had—he did 
not call it frozen—they would not allow him to spend a pound. 
They froze it on the exchange and would not allow him to expend his 
pounds, so he was broke. 

Of course, Turkey could do that, but when they did that, you would 
know then just how crooked it was and maybe that would be all you 
could use, you would not take any more of it. So they are buying 
chromite from Turkey. They can buy it with the Turkish money, 
ean they not, taking the world exchange value for your wheat? 

Mr. Triecs. Yes. 

Senator Martone. I am just trying to a bring this home to you, 
that what we are doing now, what you have been testifying to, is 
that you are for the overproduction of farm products in this Nation 
beyond the American market, way beyond the American market, and 
you are for drying up other industries in order that the cheaper stuff 
may come in to give them a few more dollars so that the State De- 
partment will not lose quite so much when it sells the wheat and 
material that is under the support price. 

Now, have I not stated it right ? 

Mr. Trices. We do not think we are doing all that. 

Senator Maron. It is the effect of what you are doing; is it not? 

Mr. Triees. We think we are promoting a policy that is in the 
interest of American farmers and in the interest of the general public 
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as well. We could be wrong, but that is the viewpoint that our 
people have of their policy. I suppose people can reach all conclu- 
sions as to what is right, but I assure you this is a sincere conclusion. 

Senator Matone. If we will give the Secretary the money to con- 
tinue to sell your grain throughout the world at a reduced price, the 
world price, below what our support price is, you think it 1s advan- 
tageous. to the farmers and to the people of the United States to 
trade the minerals industry, the machine too] industry, the textile 
industry and 5,000 other industries, if necessary, to keep that up? 

Mr. Tricos. If that export business is on a sound economic basis. 

Now, you will immediately counter and you will say, “I just told 
you why it is not economic sound basis.” Al] I can answer to that 
is that we wish it were on a more sound economic basis and we are 
struggling to go in that direction. 

Senator Maton. In the meantime, you want to sacrifice the other 
industries in that; interest ? 

Mr. Trices. We do not figure we will sacrifice. 

Senator Matonr. You do not know that the copper industry has 
closed entirely, do you? 

Mr. Triacs. We, of course, are not the only interests that benefit 
from a high level of trade by any means. 

Senator Martone. You are testifying for the farm industry, and 
I am trying to understand how you can do it, how you can be for 
the sacrifice of other industrise in your interest. 

Mr. Triaes. We do not reach any such conclusion. We also recog- 
nize that. there are some industries in agriculture that have difficulty 
in competing against imports. This is no reason to undertake a pro- 
gram to protect an industry whose costs are higher here than they are 
in some other country under any and all circumstances. 

Senator Matonr. Now I think you have hit the nail on the head. 
The only thing you want to single out is your own to put up the tax- 
payers’ money to make the difference between the world price and 
your support price ? 

Mr. Triaas. I could not follow you. 

Senator Matonr. You want the American Congress, the Congress 
of the United States, to continue to give them money to buy those 
products and to continue to give the Department of Agriculture money 
so that you can sell at the world price and keep the support price 
for you, but you are not for that for any other industry ? 

Mr. Trices. If Iam following you, we are hopeful that Public 
Law 480 will not be permanent legislation. We have recommended 
that the amount appropriated for this purpose be reduced somewhat. 
Our policy looks forward, we hope 

Senator Maronr. Is that the amount of money that is appropriated 
to take care of the difference in world price and support price of 
agricultural products ¢ 

Mr. Trices. It comes out of the Commodity Credit Corporation. 

Senator Martone. What is 480? 

Mr. Triags. 480 is the law which authorizes the exchange of United 
States farm products for foreign currency. 

Senator Manone. You do not want to sell it for foreign currency at 
all? 
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Mr. Triaas. Yes. 


Senator Matone. Then you would want an increase, would you not? 

Mr. Triags. We know that to some extent the use of Public Law 
480 is a subsidized program and we know that in the long run agri- 
culture will be better off with less subsidy rather than more. 

Senator Martone. Why do they not quit ? 
oes Tricas. We are trying to little by little, but we cannot get 
there. 

Senator Matonr. You are for part of Mr. Benson’s program ? 

Mr. Triacs. I am for part of it. 

Senator Matone. What part are you for? 

Mr. Triecs. To give you an illustration, Mr. Benson has recom- 
mended that the Secretary of Agriculture have authority to fix the 
level at which prices of farm products shall be supported between 60 
and 90 percent parity, I guess zero to 90. 

We propose that the ‘Congress determine the level at which prices 
should be supported and that the formula be, at least for certain 
commodities that we have made these recommendations in respect to, 
that the formula be 90 percent of the 3-year average market price. 

peentet Matonr. That makes a pretty good market for you, does 
it not? 

Mr. Triaes. That is a lower price support. 

Senator Matonr. Would you go for that for minerals? 

Mr. Triacs. I do not think minerals could live on that. 

Senator Matone. Would you go for it ¢ 

Mr. Triacs. You are asking me a personal question, Senator Malone, 
that I have no authority to answer on behalf of the American Farm 
Bureau. 


Senator Matone. We will just leave the American Farm Bureau out 
for a minute. 

What would you think about it with respect to machine tools and 
other commodities manufactured in the United States? Just give 
the other fellow a break. 

Mr. Triecs. You are suggesting a price support program for min- 
erals at 90 percent with the 3-year average market price? 

Senator Martone. I am asking you if you favor it. 

Mr. Triees. No. 

Senator Martone. You think only agriculture should have that 
advantage ? 

Mr. Trias. Senator, we are trying to get ¢ away from excessive in- 
tervention of Government in agriculture. "This i 1s a matter to get away 
from it. We hope that the minerals industry does not want itself to 
become involved in Government intervention of the scope that they 
lose their independence as an industry. 

Senator Martone. Lose their what ? 

Mr. Tricas. Their independence. They have lost their industry, to 
say nothing of independence. So is the machine tool industry losing 
its industry. So isthe textiles industry. 

It is not a question of losing any more; it is a question of survival. 

Senator Martone. Do you think it would be all right for these other 
industries to revert to the 1930 Tariff Act and give them a chance 


to compete on the American market on an even basis with foreign 
nations? 















LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 639 






Mr. Trices. The way you say that, it is all right, but you are asking 
a question I have no right to testify to as the American Farm Bureau. 

nator Matone. You have been around a long time. You look 
pretty broad between the eyes. 

Mr. Trices. To say what my personal policy is, I would have to 
study this proposal in quite a bit of detail. 

Senator Matone. You have just about run the string out on this 
kind of testimony, the advantage of one industry over another, trad- 
ing one for another internationally and through the White House 
and through Geneva. I imagine that by the end of this year quite a 
few people will find that out because Congress will be going home 
about the Ist to 15th of August. 

That is all, Mr. Chairman. 
Senator Bratz. Thank you, Mr. Triggs. 
We will now hear from Congressman A. S. J. Carnahan, of Missouri. 












STATEMENT OF A. S. J. CARNAHAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI 


Mr. Carnauan. Mr. Chairman and members of the committee, I 
appreciate the opportunity afforded me to appear before you in sup- 
port of the objectives of S. 3892, the bill to stabilize production of 
copper, lead, zinc, acid-grade fluorspar, and tungsten from domestic 
mines by providing for stabilization payments to producers of ores 
or concentrates of these commodities. 

It is my privilege to represent in Missouri the greatest lead-mining 
district in the United States. This industry has supported five im- 
portant communities in Missouri over the years. 

Some 4,330 people in the Eighth Congressional District of Missouri 
are employed in mining, not to mention the collateral employment 
opportunities. Of this number, about 3,350 persons are engaged in 
the extraction of metals and some 980 persons are engaged in the 
extration of nonmetals such as sand, stone, and gravel. 

Last year the value of Missouri’s lead production was over $40 
million, an indication of the wealth this operation adds to the Nation. 
Certainly such an important resources which has demonstrated its 
ability to supply about a third of the domestic production warrants 
the attention of Congress when it experiences any threat to its survival. 

Four years ago the United States Tariff Commission indicated the 
necessity of Government action in an exhaustive report, made pur- 
suant to a resolution of the Ways and Means Committee. Again this 
year the United States Tariff Commission submitted recommendations 
to the President for higher tariffs and quotas to protect the domestic 
lead and zinc producers, following an investigation of many months. 

The lead mines in my district in March of this year underwent a 
3-week shutdown. The salaried workers sustained a 10 percent re- 
duction in salaries effective this past June 1, and the workers are 
most fearful now that the next step will be a reduced workweek or 
a drastic reduction in force. 
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Following are excerpts from a letter dated May 29 from one of 
my constituents concerning this situation: 


I am writing again concerning the precarious condition of the lead mining in- 
dustry. Things have steadily been on the downgrade since I last wrote to you. 
In March came a 3-week shutdown with many of the younger employees losing a 
week or 2 weeks’ pay. Paychecks had already been depleted due to the steadily 
dropping price of lead. Just this past Tuesday a 10 percent decrease was posted 
for all salaried personnel. The next step is obviously a 4-day week or a 20 
percent layoff. This comes at a time when living costs are steadily going up. 
I feel sure you know there is very little industry to take up the slack in this 
lead ‘belt, so a great many facilities are going to be seriously affected if some 


relief is not found soon. 

I am interested in the continued explorations and development of 
the mineral resources of our Nation, and particularly deposits of lead 
in the State of Missouri. Lead is essential to our economic welfare 
and national security and domestic production is an important source 
of new wealth. 

Sharp declines in the prices of lead have caused the shutdown of 
many mines, with the resulting loss of employment. Lead, at the 
end of 1957, was being produced in the United States at an annual 
rate of approximately 275,000 tons as compared to total production in 
1956 of 353,000 tons. Consumption of lead in 1957 was 5 percent 
below the 1956 level. 

Despite the severe drop in domestic mine production and in the 
use of lead, imports have continued to increase. Under the circum- 
stances, the Federal Government has a proper role to play in keeping 
this important industry healthy and strong. Stabilization payments 
as proposed and embodied in this bill appear to offer a hetipe to 
carry the industry over valleys of depression. 

I am glad the committee is giving the proposal its most careful 
consideration. It appears that this proposal should in no way inter- 
fere with the normal relationships of regular trade in the United 
States and in friendly foreign countries. 

The shutdown of mines means not only the loss of a raw material 
asset but the loss of the personnel engaged in the mine organization 
and the loss of the individual know-how. Miners often leave the com- 
munity and seek work elsewhere and when an emergency develops 
and lead is again needed, the skilled miners are not available. They 
prefer to continue to work in airplane factories and enjoy the white 
lights. 

Small stabilization payments, such as proposed in this bill, should 
not be considered as a cost to the Nation, but an investment which 
will be returned with interest. This will come through the produc- 
tion of new wealth, the payment of taxes and the source of a raw 
material which in a future emergency may not be available even at 
a higher price. 

The continued orderly development and wise use of the Nation’s 
resources is an essential element in a sound and strong economy. 

Lead mining is operating in an international competitive environ- 
ment and under certain domestic handicaps which require govern- 
mental assistance as an offsetting factor if the progress of this opera- 
tion is to continue. 
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I am convinced, from my own personal knowledge of Missouri lead 
mining, that the studies the Government made, the recommendations 
of the United States Tariff Commission, the recommendations by the 
Department of the Interior do not exaggerate the need for some 

rompt congressional attention, if the vital lead and zinc mining 
industries of the United States are to survive. 

I am here to endorse the principles of S. 3892 and I would like 
to especially invite the attention of the committee to the extreme 
urgency of the matter and to speed early action. 

Senator Brste. Thank you, Mr. Carnahan, for your statement. 

We will be in recess until 10 o’clock tomorrow morning for an 
executive session meeting of the committee. The Minerals Subcom- 
mittee hearing will continue tomorrow afternoon at 2 o’clock. 

(Thereupon, at 4:25 p. m., the committee recessed, to reconvene at 
2 p.m., Tuesday, June 10, 1958.) 
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TUESDAY, JUNE 10, 1958 


Unrrep States SENATE, 
SUBCOMMITTEE ON MINERALS, MATERIALS AND FUELS, 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 2 p. m., in room 224, 
Senate Office Building, Hon. George W. Malone (presiding). 

Present : Senators Malone, Dworshak, and Church. 

Senator Cuurcu. The committee will come to order. 

The committee will proceed to the consideration of S. 3816, S. 3892, 
and other bills. The first two witnesses to be called are Dr. Paul A. 
Krueger of the Mallinckrodt Chemical Works of St. Louis, Mo., and 
Mr. Robert Porter, of Porter Bros. of Idaho. 

It is my understanding these two witnesses would like to appear 
together. 

entlemen, if you would come forward and take these two seats 
up here. 

Mr. Porter. I don’t think Mr. Krueger is here. 

Mr. Kruecer. I am here but Mr. Porter will speak for us. 

Senator Cuurcn. Fine. 

Senator DworsuHax. May I present Mr. Porter to the subcom- 
mittee ? 

Senator Cuurcn. Certainly. 

Senator Dworsuak. Having served on this committee and this 
particular subcommittee for many years I am fully aware of the 
many acute problems facing our domestic minerals. One of the 
minerals which is being produced in very limited amount is colum- 
bium-tantalum. That is, in the United States. I think all of this 
is produced in south-central Idaho where Porter Bros. have an exten- 
sive operation. They have been extremely successful in cooperating 
with the Government in providing this essential strategic mineral for 
national defense. And 7 sure that Mr. Robert Porter, the head 
of this company, this operating organization, has a very informative 
statement to make to the committee at this time. 

I am pleased to present him. 

Senator Cuurcnu. I thank my senior colleague and I want to join in 
welcoming you to the committee, Mr. Porter. We are both aware 
of your mining activities in Idaho. And, as a matter of fact, I think 
these activities have attracted a great deal of public interest in the 
State, both with respect to the type of mining operation you are 
carrying on; the mineral] that you are producing there; and the fact 
that you have engaged in an extensive effort to purify the waters 
used in connection with your operation to give protection, adequate 
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protection, to fish and wildlife in the area—an effort that has caused 
a great deal of comment and considerable appreciation on the part of 
many of the wildlife people and Idaho sportsmen who have long been 
concerned with the Bear Valley area. 

For these several reasons I want to welcome you to the committee 
this afternoon and invite you to proceed with your testimony. 


STATEMENT OF ROBERT P. PORTER, PRESIDENT, PORTER BROS. 
CORP., BOISE, IDAHO 


Mr. Porrer. Well, I want to thank you, Senator Dworshak and 
Senator Church, very much. And I will follow this written statement. 

Mr. Chairman, my name is Robert P. Porter and I am president 
of Porter Bros. Corp., of Boise, Idaho, a substantial producer of 
columbium-tantalum-bearing ores and byproducts on the North Amer- 
ican Continent, and also represent a number of small independent 
prospective producers. 

First, Mr. Chairman, I want to thank you for the opportunity to 
appear before your committee and present my views in regard to 
S. 3816, introduced by the chairman, to provide for payments as incen- 
tives for the production of beryl, chromite, and columbium-tantalum. 
I am sure others will testify as to the beryl and chromite, so I will 
devote my testimony to the columbium-tantalum section of the bill. 

I know, Mr. Chairman, of your fine work for the mining industry 


and this committee’s diligent effort to keep a solvent, readily available . 


supply of necessary raw materials. The introduction of S. 3816 is 
just further evidence of the chairman’s keen interest in the mining 
industry. Later, I should like to point out what seems to me to be 
an easily correctable section of the bill. 

Briefly, however, I would like to point out why we need an adequate 
domestic supply of raw materials and then present my suggestions as 
to how this can be achieved. As most of you remember, in 1952 
President Truman’s materials policy commission made an intensive 
study into our basic raw materials. An excellent job was done, and 
I should like to quote just one section from that report dealing with 
columbium-tantalum. 

The suply of columbium is scarcer than that of any of the other 
of the additive metals. Some 95 percent of the world’s production is 
from Nigeria, much of it a byproduct of tin mining. Nevertheless, 
it is unlikely that sufficient columbium-tantalum will be forthcoming 
to satisfy the potential demand for high-temperature columbium al- 
loys to be used in jet engines, gas turbines, rockets, and similar devices. 

Since this report, other uses have been developed such as electronic 
devices, capacitors, rectifiers, high-voltage surge arrestors, vacuum 
tubes, chemical, petroleum, and synthetic rubber, processing equip- 
ment, surgical and dental uses, laboratory ware, aircraft-engine ex- 
haust systems, aircraft landing gears, computers, rockets, and guided 
missiles. 

The metals themselves and their high-temperature alloys have many 
nuclear applications for shielding and other purposes. 

To indicate the present-day importance of these materials, a report 
submitted to the Honorable Gordon Gray, Director of the Office of 
Defense Mobilization, by a special stockpile advisory committee 
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(known as the Pettibone Committee) dated January 28, 1958, recom- 
mends as follows, and I quote: 

High-temperature and other special-property materials: it is not possible to 
know with certainty at this time which of the high-temperature or other 
special-property materials will be in greatest demand for specific applications 
as new techniques develop from research and practice. Known world supplies 


of many of these materials are limited. 
The Committee recommends that a mechanism be established to appraise the 


possible effects of research and development activities on requirements for 
high-temperature and other special-property materials. Instead of relying on 
past use patterns, possible needs 5 to 10 years hence must be surveyed and 
stockpiles built up as need is indicated. 

The Committee also agrees with the current concept of providing a higher 
degree of security in the case of metals and minerals by discounting completely 
all sources of supply outside the general North Ameri 2n area. 

As recently as 1952, the Bureau of Mines reported to this com- 
mittee that the United States produced less than 1 percent of its re- 
quirements of columbium-tantalum. The following tabulation sets 
forth domestic production of columbium-tantalum oxides for the 
past few years, and illustrates the effectiveness of a sound Government 
program in developing domestic production. 

Domestic production of oxides: 1947-51, 1,361 pounds, average; 
1953, 14,867 pounds; 1956, 212,606 pounds; and 1957, 360,000 pounds, 
estimated. 

It will be noted that domestic production has greatly increased. 
Not only could the present production be maintained, but it would be 
further expanded as there are many known deposits which cannot be 
put into production because of the uncertainty of the domestic market. 

Our examination of various properties and examinations by many 
other mining operators indicate that there is a large potential domestic 
production if sufficient incentives are provided to assure operators or 
prospective operators of an adequate market for their products. 

Many of the domestic deposits are composed of not only columbium- 
tantalum ores but also euxenite, samarskite, and fergusonite which are 
crystalline deposits of complex ores containing uranium, columbium, 
tantalum, thorium, titanium, yttrium, gadolinium, and other heavy 
rare earth minerals. These domestic mining operations would be 
producing not only columbium and tantalum minerals. but also many 
others associated with the nuclear age, many of which are presently 
being imported from foreign sources. 

In columbium-tantalum, the United States has come from a have-not 
nation to a have nation. We are a have nation because our Govern- 
ment was in a crisis to find these needed materials at home because of 
the extreme danger of trying to supply America’s needs from sources 
as far away as Africa. We all know that during World War IT, 85 
percent of our ships from Africa supplying strategic material to the 
United States were sunk and that we had to fly in the columbite-tanta- 
lite ores. I know that I don’t need to labor the point with the members 
of thiscommittee. You are all keenly aware of the need for developing 
adequate reserves of these critical materials domestically, where they 
won't be subject to the uncertainties of submarine-infested sealanes in 
time of war. 

It was because of these uncertainties and the vital need for colum- 
bium-tantalum in our defense effort that members of this committee 
and heads of departments and agencies of our Government encouraged 
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the prospector and the miner to go out and get these minerals. The 
best evidence of success is the fact that in 1952 only 5,385 pounds of 
columbium-tantalum concentrates was shipped from domestic mines, 
In 1957 over 360,000 pounds were shipped. Given the proper incen- 
tives, even this figure can be improved in the years to come, because of 
the now known deposits available for production. 

The need for these incentives was recognized last year by Secretary 
Seaton when he appeared before your committee. He recognized the 
need for incentives, but he was unrealistic as to what actually consti- 
tutes an incentive. He said: 

Limited known world reserves, the strategic nature of these minerals and the 
heavy dependence of the United States on distant overseas sources for supplies 
underscore the desirability of making every effort to develop and maintain some 
production of these commodities from domestic sources. 

He then recommended for columbium-tantalum $2.35 per pound— 
combined contained pentoxides—for domestically peonnens concen- 
trates with a 10,000-pound annual limitation on the quantity from 
any one producer from any one mining district. He said this pro- 
gram was contemplated to stimulate the production of 16,000 pounds, 
an increase to 25,000 pounds. 

On the face of it, this was inadequate, so Senator Murray, on intro- 
ducing his bill, has increased the total to 150,000 pounds annually 
with each producer able to receive the incentive payment up to 20,000 
pounds produced. I hope I can show you that even this liberalization 
of the quantities of materials in the proposed bill are wholly insuffi- 
cient to provide an incentive, not only to continue present production 
but to induce the mining industry to put forth time, money, and effort 
in search for, prospecting, and developing other sources of these 
materials. 

The $.235 per pound is a fair figure if the schedule for materials 
furnished over and above the 50 percent follows the additional pre- 
mium for higher grade as originally set forth in the Critical Materials 
Stockpiling Act. 

As stated before, most of the columbium-tantalum derived in this 
country comes from crystallin deposits of complex ores and they must 
be chemically paren and while in the process of segregation and up- 
grading one should not be restricted to a 50 percent product where 
a — percent products are of a greater value in the use pattern 
of today. 

The ie of the bill which really hurts provides that not to exceed 
an aggregate of 150,000 pounds per year shall be purchased and no 
incentive payments shall be made in a calendar year on a quantity 
in excess of 20,000 pounds produced by any producer and originating 
in any 1 mining district from properties controlled by such producer. 

Let’s just take a look at this. At a base of $2.35 per pound and a 
market for only 20,000 pounds, the mining company would have a 
gross each year of $47,000. In the mining industry, we have a rough 
cost estimate that it takes $12,000 a year to keep 1 man employed; 

therefore 1 operation could employ 4 men, then the entire cash return 
to the company would be exhausted. 

I would like to give you two examples of different capacity opera- 
tions that will be effected by this bill. 
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First Porter Bros. Corp. is presently producing columbium-tan- 
talum concentrates under a contract with General Services Admin- 
istration. Porter Bros. Corp., along with the chemical company 
which performs the chemical separation of the minerals for us, has 
an investment in plant and facilities in excess of $4 million. The 
mine operations alone employ approximately 140 men with in excess 
of 450 dependents. Approximately 1 year from this date, all the 
material to be furnished under this contract will have been mined, 
and unless adequate Federal assistance to continue a suitable pur- 
chase program is provided, this operation will cease, with the coun- 
try losing approximately 90 percent of the present domestic produc- 
tion of columbium-tantalum plus other valuable byproducts. 

Secondly, in Idaho there is a small property with a potential of 
1,500,000 pounds of columbite. They shipped approximately 4,000 
pounds of concentrates in 1958, but due to the present condition of 
the domestic tantalum program and the limitations of this bill, they 
cannot interest outside capital to assist in putting the deposits into 
production to supply over 40,000 pounds of columbite per year. 

Many businesses would consider having over 90 percent of the 
domestic production of any product an enviable position, but we at 
Porter Bros. don’t. We want competition and if this bill can be 
liberalized to get another 10 or 20 producers into the columbium- 
tantalum business we would welcome it. We want competition for 
a very simple reason. Columbium-tantalum production is like the 
chicken and egg routine. There is not the great demand for co- 
Jumbian-tantalum for civilian purposes only because we don’t have 
the necessary production in this country. Both civilian and military 
officials use substitutes insofar as possible because they feel that an 
adequate supply is not available. Today that is the case, but to- 
morrow, if we can get many concerns into the columbium-tantalum 
producing picture, there will be more columbium-tantalum produced 
and used. Users will find there is an adequate supply and use it 
instead of trying to substitute inferior products. 

If this bill is liberalized we know of one large property situated 
in Arizona which will come into production. 1 am of the opinion 
that someone representing them will appear before this committee 
either to testify or read a statement concerning its capacity and re- 
covery potential. 

Ourselves, with other mining companies, in conjunction with the 
Bureau of Mines are sclaaheniity working on production of the do- 
mestic materials because we feel that lower costs with higher grade 
of materials develops additional markets thus causing a more sound 
and stable situation. 

We feel that a proper share of the total columbium-tantalum market 
for domestic operations should be provided for at not less than 1 million 
pounds per year and that any one producer should be able to furnish 
300,000 pounds per year. Porter Bros. Corp. will produce 400,000 

ounds plus of columbium-tantalum in the year 1958 and the above 

imitation will reduce our production by 25 percent. Also, it takes 
300,000 pounds to operate a chemical reduction plant efficiently. 

This would provide a real incentive for the prospector, the miner 

and the investor to go out and make this country self-sufficient in 
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these vital minerals plus maintain the present production along with 
allowing the properties that have been proven to get into production. 

Thank you very much. 

Senator Cuurcu. Thank you very much, Mr. Porter. 

Senator Dworshak, do you have any questions ? 

Senator DworsHak. Just afew, Mr. Chairman. 

Mr. Porter, you have presented some rather amazing information 
to this subcommittee on the subject of columbium-tantalum. It would 
appear to me that the proposal recently made by Secretary Seaton is 
unrealistic in that it does not fail to produce an incentive for additional 
production of this vital mineral, but actually it would have a retarding 
influence and would serve to discourage, if not to restrict by law the 
current production. 

Is that correct ? 

Mr. Porter. That is correct. Just to show you how far and wide 
it is now; in Montana there is one property being drilled at this 
time in Granite County. 

In Idaho there are two in Valley County. There are two in Boise 
County. There is one property that somebody will speak about in 
Arizona. 

There is 1 in New Mexico, and there is 1 in Texas. 

And now the reason why we know these things is that we have, I 
think, one of the best independent research or pilot plants in the 
country in Boise. As there people drill, they take samples and send 
it to us, and we extract the different minerals for them. 

So that we keep a pretty close watch on production. And so it is 
more widely dispersed than just in Idaho. 

For 20,000 pounds a year, why, none of these will come into being. 

Senator Dworsnaxk. Can you give us any possible reason why these 
other deposits that you have enumerated in other areas containing 
columbium-tantalum haven’t been developed in the past. You said 
the price at $2.35 was quite reasonable. And yet Porter Bros. has the 
only producing operation from columbium-tantalum in the country 
today. 

Now, that is quite a serious situation. 

Mr. Porter. Yes. We have a contract with GSA. Then they had 
a program for domestic production to December 31, 1958, for 250,000 
pounds, and it was reduced to 57,000 pounds. And most of that 
amount has been shipped in 1958. 

In fact, as of June 1, anybody that has columbium-tantalum cannot 
ship it until they write a letter to the General Services to find out if 
there are sufficient funds. And I also want to point out that most of 
your concentrates in the United States are above 50 percent, both in 
columbite and in your euxenite. 

Senator DworHak. You have had extensive experience in this kind 
of mining. In your judgment how long would it take if such legisla- 
tion were enacted to stimulate the interest of other potential produc- 
ers of columbium-tantalum ¢ 

Mr. Porter. The ones I know of. There is one in Idaho that is 
ready ; and has proven; and is ready to go into production. 

There is one in Arizona, which I understand somebody will appear 
for. And I understand that one has been proven and ready to go into 
production. 
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Senator DworsHak. Unless these maximum figures for production 
of—total production, and for each producer were Saami probably 
within a 2-year period of time, we would probably have a much 
smaller toot ban Rs of this essential mineral than we have today. 

Mr. Porter. Well, Porter Bros. would be out of the market in 1959. 
And I don’t think anybody else will go into it. 

Senator Dworsnak. Is there any ‘real demand for this mineral out- 
side of Government acquisition ? 

Mr. Porter. Most of it is used in defense. 

Senator DworsHak. Is it somewhat in the same category as uranium 
so far as Government purchases are concerned ? 

Mr. Porter. Well, there are domestic purchases of it; yes; for the 
finished products and stainless steel. They are domestics. 

Senator DworsHax. Are they buying columbium-tantalum from 
your concern or are they purchasing from foreign sources ? 

Mr. Porter. Foreign sources. 

Senator DworsHaxk. What is the price commercial users pay for it? 

Mr. Porter. Take EMJ, it is a $1.15 to a $1.25 per pound, for, I 
don’t think, as high a grade product as is being tte in this 
country. 

Senator Dworsuax. At the present time there is one mine produc- 
ing this mineral and that is Porter Bros. operation. 

Mr. Porter. There are small ones, yes. A few thousand pounds. 

Senator DworsHak. It doesn’t amount to much. 

Mr. Porter. No. 

Senator DworsHax. What is the total consumption of this mineral 
in the United States ? 

Mr. Porter. Last year it was approximately 1,800,000 pounds. 

Senator DworsHak. You are adel ‘ing about one- fifth of that? 

Mr. Porter. That is correct. 

Senator DworsHak. All of it being purchased by the Government ? 

Mr. Porter. Yes; we are still under Government contract, that is 
correct. 

Senator DworsHax. Well it seems that if this committee is to ap- 
proach this on the basis of what experiences in this country with such 
minerals as antimony and cobalt, that we should be realistic enough 
to recognize that something must be done to stimulate and encourage 
expanded production of columbium-tantalum, or at some early time 
we may be completely dependent upon foreign sources for this 
mineral. 

Mr. Porter. That is correct, sir. 

Senator DworsHak. That is all, Mr. Chairman. 

Senator CHurcH. Thank you, Senator. 

Mr. Porter, so that I can get this whole picture as you have pre- 
sented it here, I want to commend you on the excellent statement you 
made. 

Mr. Porter. Thank you. 

Senator CHurcu. At the present time the actual compulsion of this 
columbium-tantalum is approximately 1,850,000 pounds? 

Mr. Porter. That is correct. 

Senator Cuurcu. A year in the United States? 

Mr. Porter. That is correct. 

Senator CHurcu. That involves purchases both by the government 
for use in the defense program and by commercial users ‘for various 
products privately produced and sold in the market generally. 
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Mr. Porter. Yes. 

Senator Cuurcu. And of this 1,850,000 pounds, you are producing 
90 percent of the domestic production ? 

Mr. Porter. That is correct. 

ee Cuurcn. And that comes to approximately 360,000 

ounds. 

Mr. Porter. Last year it would be about 350. This year we will 
be above 400,000 pounds. Because we only went into operation in 
1956. 1957 was our first full year. 

Senator Cuurcnu. Now, is it true that all of this columbian-tantalum 
being produced domestically is being sold to the Government ? 

Mr. Porter. That is correct. 

Senator Cuurcn. And the commercial users are purchasing their 
supply of the metal from foreign sources at prices that vary between 
$1.15 and $1.25 a pound; is that correct ? 

Mr. Porter. That is correct. 

Senator Cuurcu. Have you any indication as to what the needs of 
the Federal Government may be in connection with the defense pro- 
gram after their present contract with you expires? Has the Gov- 
ernment indicated a willingness to negotiate new contracts, new pur- 
chase contracts, with you ? 

Mr. Porter. It has never been brought up due to it being a year 
hence. Actually our contract runs to 1960. 

The reason for that is that you produce euxenite. Then it has to be 
shipped to a chemical plant. Then it has to be processed, and then it 
is daiiseced--or the Government is notified that you have so much. 
And then they assay it and see that it comes up to specification. And 
then it is delivered. 

There is anywhere from a 6 to 8 months’ lag from the time it actually 
comes out of the ground. 

Senator Cuurcn. What is the price that the Government is paying 
under its present contract of your production ? 

Mr. Porrer. $6.25 for a 90-plus material. But they at the time of 
our contract in 1953, did not know of any value of the yttrium. The 
yttrium, the gadolinium group, and so forth. 

When we made our contract they said they wanted that material in 
on the contract at no value to us. And they have stored that. And 
last year they sold 5 months of the production from Porter Bros. mate- 
rial. They also have our thorium the same way. 

So they have—we can’t tell you how much they got for our yttrium 
oxide. We don’t know. We don’t know if they are contracting for 
our thorium. 

Senator Cuurcn. So that in the absence of a renewal of the contract 
on satisfactory terms, your operation is going to be dependent upon 
the general incentive program. 

Mr. Porter. That is right. 

Senator Cuurcu. And the incentive program that you have testi- 
fied to, the proposal that is here under consideration is deficient in 
your opinion not with respect, not particularly with respect to the 
price of $2.35 per pound, but with respect to the quota allocated to 
each producer. 

Mr. Porter. That is correct. 
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Senator Cuurcu. In that 20,000-pound quota—it is not realistic. 
In poets of your own operation it would be utterly inadequate, would 
it not ? 

Mr. Porter. Yes. When we were first told to go into operation, the 
figures given to us—we put 2 dredges on the property, and the figures 

ven to us were normally we should produce 400,000 pounds. And 
if an emergency came, that we were to increase that to 600,000 pounds. 
And we have proven that we can operate in the wintertime and that 
we can go to the 600,000 pounds. Our mill was designed so that if any 
emergency came, it would be much easier to put an additional dredge 
on to bring products into that mill from other mines to be processed 
if an emergency arose. 

And now by cutting down we would only operate 1 dredge instead 
of 2. 

Senator Cuurcn. What would be the smallest level of production 
in terms of annual poundage that would be feasible for you in terms 
of your own operation ? 

Mr. Porter. One dredge produces 300,000 pounds. 

Senator Cuurcu. So that really constitutes the operational mini- 
mum. 

Mr. Porrer. That is right. And it takes 300,000 pounds to operate 
achemical plant. 

Now that isn’t to run it all year; but to run it efficiently for that 
amount of product. 

Senator Cuurcu. So that your position here is that if we are to 
have an incentive program, that is calculated to encourage the domestic 
tantalum it cannot fall below that level. 

Otherwise it would be impossible for you to continue production 
profitably. And at the present time you are producing 90 percent 
of domestic production. 

Mr. Porrer. Last year, yes. The year before it was 99. This year 
it will drop down. ‘There are some others coming into the field ; small 
amounts. 

Senator Cuurcu. What about the new producer, the very small 

roducer ; would this program, as proposed by the Secretary, be feasi- 

le for the small aiedacat that is now just getting interested in this 


field ? 
Mr. Porter. Not to hire 4 men for a year to operate; no. A total 
of $47,000. 


Senator Cuurcu. In other words the minimums produced here are 
not even feasible for the newcomer, that is, attempting to open up a 
development. 

Mr. Porter. That is right. 

Senator Cuurcu. Senator Malone, do you have any questions you 
would like to ask ? 

Senator Matonr. Mr. Porter, I am very much interested in your 
testimony. It seems that you or someone connected with your firm 
testified betas this committee—that is a subcommittee of the Interior 
and Insular Affairs Committee—as far back as 1954 or 1953. 

Mr. Porter. That is correct. 

Senator Matonr. Was it you who testified ? 
Mr. Porrer. That is right; yes, sir. 


255—58—pt. 2-15 
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Senator Matone. At that time these were the two reports that re- 
sulted from all those hearings. The latest one published in the 84th 
Congress, which dealt more with the economics of the separate nations 
of the Western Hemisphere. But the first one—Senate Report No. 
1627 of the 83d Congress—was completed and published in 1954 which 
contained a digest of the testimony on many of these materials. And 
it has become a reference work. 

It seems that you testified along the same line at that time. 

Mr. Porter. That is correct. 

Senator Matone. I believe you said, if my memory serves me cor- 
rectly—there are 10 volumes of this testimony—of which this Senate 
Report 1627 is a digest only. But I think in that testimony it will 
be found that you testified then that if there was a real incentive, 
either through contracts for enough of the material at a profitable 
price, or some arrangement so you could compete for the American 
market, that you thought the production of this material, columbium- 
tantalum, among other strategic materials, it might even reach the 
point where it will not be listed as “strategic” in the United States. 

Mr. Porter. That is true. 

Senator Matone. Do you know the strategic and critical minerals 
are so described because of the fact that we—whenever they were so 
described—that at that time we did not produce sufficient for our own 
use 

Mr. Porter. Yes. 

Senator Matong. And the ambition of many of us has been to take 
these materials, as many as possible, out of that category ? 

Mr. Porter. That is correct. 

Senator Martone. And I believe that you gave us some pretty good 
advice at that time—that would be 4 years ago. 

Mr. Porter. That is correct. 

Senator Martone. And you have given us some very good advice. 

Now, somehow or other, our Government in the last 24 years has 
wees itself entangled in the web of first trying to buy stuff from 

oreign nations that we could produce for ourselves; secondly, trying 
to keep anyone from making any money in the United States that is 
producing any of these materials on the theory that if we do not allow 
anybody to produce beyond a certain point, that that will help a lot to 
small people, not realizing perhaps that in a mining country it is well 
known and realized that a small company today may be the big one 
tomorrow if the opportunity offers itself. 

And if the opportunity to grow is not there, then there is little 
likelihood that they will continue in existence very long. 

That is about right ; isn’t it? 

Mr. Porter. That is correct; yes, sir. 

Senator Martone. So practically all mining and many other in- 
dustries has been plowing uphill against Government policy, which 

olicy is to claim we do not have—first, we do not have these materials 
in the United States, and second, even if we do have them, we should 
buy them from foreign nations. And even what part of them we do 
allow to be produced in the United States, we must be sure that no 
one grows very much. 

Does that correctly outline the situation ? 

Mr. Porter. Well, I think so; yes. It is about our feeling on the 
matter. That it couldn’t exist with the limitations. ; 
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Senator Matonr. You can see, with a 20,000-pound limitation at 
$2.35 per pound—that would be for an entire year, would it not? 

Mr. Porrer. That is correct. 

Senator Martone. $47,000 shows an utter ignorance of what it costs 
to start a mining operation, to thoroughly prospect the ground, and 
to start operations, doesn’t it ? 

Mr. Porrer. That is right, sir. 

Senator Martone. I am not discouraged from 1953 and 1954 and 
1952, when we started these hearings—in 1953, when most of them 
were held—I am not easily discouraged, but I am sometimes frustrated 
by, for example, mei, suddenly when someone is producing a large 
amount or able to produce a large amount of a certain strategic or 
critical material, that we suddenly are making contracts all over the 
world, paying a higher price for the material than the domestic pro- 
ducer needs to stay in business. Have you had that experience? 

Mr. Porrer. We don’t know of any contracts. We don’t know of 
any new contracts that have been made. There were contracts prior 
tous. We don’t know what they provided or what their prices were. 
And we don’t know if they are still in existence. 

Senator Matone. In other words, it is somewhat of a secret, when 
everybody ought to know about it ? 

Mr. Porrer. We actually do not know. 

Senator Martone. Neither do I. But I intend to make another 
effort to find out. 

We did find, in the case of many other strategic materials, that 
they had made these contracts when it was evident to everyone except 
the GSA and a few members of the Department of Interior—and I 
think that has changed; the complexion of the Interior Department 
has changed in the last year, I think—that they were making these 
contracts and are now, for example, buying tungsten from several 
oemague gud a price that would keep the domestic mining industry 
very well. 

But all except 1, I think, that testified yesterday, 1 tungsten mine 
in the United States, out of about 250 2 or 3 years ago, have been closed 
down. There has also been a very definite lesson told to this country 
in the last quarter of a century, starting with Mr. Ickes, I think, in the 
Department of the Interior, that all of these materials, whatever we 
know about it, these little seams and crevices and deposits, we must 
save them for future crisis and not mine them. 

Have you run into that theory ? 

Mr. Porter. We have heard of that theory ; yes. 

Senator Martone. Now, how is it, I want to ask you as a practical 
mining man, how do you find new deposits of any material? What 
causes the exploration to go on? 

Mr. Porter. Well most of them that we find is that a person— 
to go back over the entire story: When we went up into Bear Valley 
we didn’t know about euxenite, to be frank with you. We didn’t 
know about euxenite, samarskite, or anything else. We found the 
material. And our next step was to find a method of extracting that 
ore from the different crystals found in the deposit, and to segregate 
them. We worked on that, and, in conjunction with a chemical com- 
pany, we went ahead and found the method of extracting each one of 
the component parts. 
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Now, we hear from somebody in Montana or Nevada or any State, 
who have dug some holes, and they have these black concentrates, 
They don’t know if they are columbium-tantalum, euxenite, or what 
they are. Some do, and some don’t. The first thing they do is send 
it to us, and we run it through our test plant, and we come up with 
the percentage of the different metals. 

And where it is coming from, so far, our biggest ones are from the 
small miner or prospector who goes out into the hill, and he gets hold 
of some black material and doesn’t know what it is, and he sends it to 
us. That is where most of our knowledge comes from. 

Senator Matone. Then if a mining operation is profitable and you 
have reason to believe that a national principle laid down by Congress 
or in some way is competing, at least, with the American markets, 
then you do extend your exploration work while you are mining; is 
that correct ? 

Mr. Porter. That is correct. 

Senator Martone. But when the profit disappears or there is no 
future, no exploration is carried on; is that true? 

Mr. Porter. That is true. 

Senator Maronr. I find on page 226 of this document I described 
a while ago, Report 1627 of the Senate, 83d Congress, that there you 
testified that Mr. Perrymore, of the General Services Administration, 
testified to—you might recall— 
the contracts under negotiation purchased a very substantial quantity of colum- 
bium-tantalum ores from Bear Valley, Idaho. Mr. Robert P. Porter, president 
of the Porter Bros. Corp., the company engaged in the dredging operation of the 
Bear Valley deposit, advises this project is comprised of 11,500 acres. He ex- 
plained that 2 acres would dig approximately 2% million cubic yards a year 
producing about 800,000 or 900,000 pounds of euxenite, which runs— 

I don’t know about that new metal. 

Mr. Porter. They called it samarskite, first. But euxenite is easier 
to spell. 

Senator Mavone. But you do find new uses for these metals from 
time to time, the scientists and laboratory men that are trying to 
accomplish a certain heat resistance or certain purpose of hardness— 
you find every once in a while when new metals are discovered that 
you find a use for them. 

Mr. Porter. That is true. 

Senator Martone (reading) : 

After smelting a production between 220,000 and 240,000 pounds of 90-percent 
columbium-tantalum oxide it, is anticipated, according to Mr. Porter, that this 
project has reached a commercial exploitation stage. 

You were then coming into what you call commercial production? 

Mr. Porter. That is correct. 

Senator Matonr. Now, that testimony, I think, was in 1953. 

Now, you remember the Malone-Aspinall bill of 1952, I think—but 
it was extended in 1956. Public Law 206, of 1953, the Malone-Aspinall 
Act, looking ahead for the production of columbium-tantalum and, 
I believe, 5 or 6 other metals—6 other metals. 

Then, in 1956, that bill was extended to 1959. It is still in existence; 
to pay the price for columbium-tantalum and 5 minerals altogether. 
It indicates that columbium-tantalum was included, I think, partly 
because, later, of your testimony in 1953. 
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Airsnsum was supposed to be scarce—and many of these other 
metals. 

You will remember we sent the money to the House 4 times for the 
tungsten, columbium-tantalum and 3 other metals. And the House 
turned it down. 

If we had kept you in the business with no turning point at a profit- 
able price, where do you think you could have been by now? 

Mr. Porrer. Well, we could have—our production is actually in- 












; creasing. To be conservative, when we gave you those figures it was 
a new project. We know we are going to produce over 450,000 this 
" ear. 

: Senator Matonr. Pounds? 

: Mr. Porrer. Pounds, yes. 

; And we know that the other one in Idaho that we talk about with 


1,500,000 pounds probably—-I mean blocked out—they would be in 
production now. And I would judge that in their location they would 
produce somewhere in the neighborhood of 100,000 to 125,000 pounds 
a year. And I think that with no place to go that there has been a 
slackening of actual drilling and developing because there is no market. 
A person doesn’t like to go out and spend money prospecting if he 
can’t see he can sell his production. 

Senator Martone. Do you know the amount of this material that is 
used annually now ? 

Mr. Porrer. The only thing I know is the 1,850,000 pounds. 

Senator Martone. Where does that come from? Who furnished 
that figure? 

Mr. Porrrr. That figure I got from the United States Bureau of 
Mines. 

Senator Matone. No doubt the use will increase with the increased 
production of national defense material. And even in private uses 
if it were available, would it not ? 

Mr. Porrer. You hear fantastic—I wouldn’t want to be quoted on 
these because I have no way of research to find out—but you do hear 
fantastic quantities; you hear from 3 million to 5 million in 1962 or 
1963. And you hear from 8 to 10 million by 1965. We have not had 
a market survey. We are not in the position, as miners to know other 
than what we hear. 

Senator Matone. Well, much of this use would depend upon the 
extent of the national defense use, I suppose. 

Mr. Porrer. And private use. 

Senator Matonr. What peacetime use principally can this be 
put to? 

In stainless steel and high alloys? High-temperature alloys? 

Mr. Porter. Yes. And in surgical and dental, and in a number of 
other uses that I have there. 

Senator Martone. Well, now, knowing that there is practically no 
limit—that is, no time limit to the use of the substantial amount. of 
this year, if the Government or the Congress of the United States 
should adopt a policy principally for the protection of the domestic 
industry, either through a fixed price or an unlimited amount, or a 
duty as the Constitution lays down and makes available to Congress, 
do you have reason to believe that any reasonable domestic use could 
be supplied in a reasonable number of years ? 
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Mr. Porter. Yes. I think one of the reasons why it has been held 
up is that a great number of persons wanted to find ‘out if our method 

extraction was going to be successful or not. There was a question 
if it could be successful, and what the percentage of recovery would 
be; and also I think that a great deal was dependent upon what sue- 
cess the chemical companies s had in the extraction of the component 
parts from euxenite or samarskite. 

Now that has been proven. And research is going on continuously. 
And therefore, I think, that we are just about at the time now where 
it can blossom out. 

Senator Martone. I would like very much to help. And I know 
this committee would. 

Mr. Porter. Thanks. 

Senator Matone. It is a question of working out ways and means 
to doit. You have an epidemic that has been going on 24 years that 
is in the House today that we must buy everything - from foreign na- 
tions, especially minerals—textiles, machine “tools, and several thou- 
sand other products—under the penalty that they may not be our 
friends. 

They are blackmailing us now. I have never in my whole life seen 
the convergence of so much, of such great pressure, not only from 
officials of the United States, but from “foreign nations. 

Yesterday if you read the newspapers you saw that we have a 
visitor, the great Prime Minister of England, who says we must have 
freer trade. It just happens he arrived here. And we have had 
reports from 3 or 4 prominent newspapers, the New York Times, and 
the Wall Street Journal, and other newspapers, that we must cer- 
tainly extend this free trade; because we are certainly going to have 
to buy this material and pay for the subsidies to get us over that part 
of it. 

Unless we can stop this epidemic of free imports of all ma- 
terial, and the reaching out of all Governments—most all Government 
branches—to buy foreign materials, regardless of the prospect of 
development here, there seems to be no way except to just take some 
short end of the deal here that in the case of this material which now 
certain—which manufacturers of materials demand, the best thing 
we could do for you would be to say buy about 120,000 pounds a year 
and restrict any organization to 20,000 pounds within a mining 
district. 

It even says 10,000 pounds. 

Mr. Porter. It has been amended to 20. 

Senator Martone. If I didn’t believe that many people did believe 
the teaching of Ickes and others, that we were running out of this 
material and had to save what little we could see, and that we are 
utterly dependent upon foreign nations for these materials, if I 
didn’t myself—if I was not yet convinced that these people believe 
what they are saying, I would call them a traitor on the Senate floor. 
I would dothat. It may come to that. 

Harry Dexter White—this same report holds his letter to the Sec- 
retary of Treasury in 1943—wanted to give Russia $5 billion to buy 
these materials, and save ours, and become dependent on Russia for 
the production of such materials. 

His letter was March 7, 1944. 
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I sent a special investigator to Princeton University to dig out of 
the files, the Harry Dexter White files, what I could find. And I 
found this letter. He wanted to make a long-term contract with them 
so that we would never be in the business of producing such metals. 
That is page 370 of the report, No. 1627. 

He wrote that to the Secretary of the Treasury. Now, then, on 
January 10, 1945, a letter from the Secretary of the Treasury to the 
President, an undated letter, on the secretary of the Treasury letter- 
head, to President Truman wanting $10 million reconstruction credit 
for the U. S. S. R., to do the same thing. And the letter and the 
memo is almost word for word. 

Harry Dexter White wrote it. He is the gentleman you know that 
spearheaded the organization of some of these trick organizations. He 
turned out to be one of the finest traitors we had harbored up to that 
time. 

Then the White House on July 23, 1946 presumably as a result of 
these two memos killed the Buy American Act. 

All those things add up pretty good. But it is my earnest opinion 
that there are very few traitors in the United States of America— 
traitors to this Government. There are many people that follow the 
catchwords and the phrases invented by these traitors, unknowingly. 
I would like, if you have not done so in this letter, or statement, to 

repare for the record—I consider you an expert, going back to 1953, 
in this field of rare metals. 

There are only two ways that you can provide a substantial guar- 
anty or expectation on the part of an individual or a company that 
they might regain their money invested in exploration and labora- 
tories. And one is, of course, to protect the American market by a 
duty or a tariff. It makes a difference in labor or costs and the cost 
of doing business here and in our chief competing countries. And 
that of course is a principle laid down by Congress. An elected tariff 
to be fixed by the Tariff Commission or Act of Congress, if they do not 
extend the 1934 Trade Agreements Act which is to be voted on to- 
morrow, I believe, in the House. 

You are from Idaho. You have a couple of representatives over 
there. ‘The second is to guarantee the price over a long term of years, 
long enough so that there could be reasonable expectation on the part 
of an organization such as yours or anyone that anyone else like Mr. 
Moore, who is with the GSA, or someone else, might try to finance 
and go into business; these many prospectors—sometimes once they 
discover something they blossom into a company if there is a future in 
it, do they not ? 

Mr. Porter. That is correct, sir. 

Senator Martone. Well then you could fix the price for, say, a 10- 
year period, like was done in uranium. 

Now you remember, uranium, we thought we didn’t have any 
uranium. And the President of the United States said in one of his 
speeches up in Wisconsin in 1953, that of course we had to protect 
Belgium to get uranium from the Belgium Congo. I handed this 
report to him in July of 1954. The only things said to him at that 
time—that the Western Hemisphere could be self-sufficient—even 
in war and peace—that if we treated our taxpayers half as well as 
we did our foreigners, uranium would be running out of our ears 


in 2 years. 
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And it was. 

Now, we are still buying it probably in greater amounts from foreign 
nations than we are here and shutting down some of our uranium 
deposit mines. 

At least discouraging exploration. Now, Mr. Porter, do you know 
any other method that can be done to establish a principle or an invest- 
ment climate that would encourage private investment to go into the 
business of producing strategic and critical material ? 

Mr. Porter. We haven’t actually gone into it, Senator. I would 
not like to suggest a type of bill at this time. I would like to give it 
more consideration and more study. 

Senator Martone. Do you know any other method besides a fixed 
price over a long enough period to provide an incentive for new and 
extended investments and exploration? Or the tariff’ 

Do you have any idea of any period method ? 

Mr. Porter. Not at this time. We are working on some due to our 
many different products that are involved here. We are going into it. 
I would not at this time like to make a statement. 

Senator Matonr. Well, what is it you need? Do you need assur- 
ance that you can sell what you produce ? 

Mr. Porrer. The assurance that we will open up the mines and 
we will continue on with it, through we know it is a stopgap; and we 
are hoping by that time the demand will be greater and the price of 
the raw materials will go up. 

Senator Matonn. How would they go up, if you have a free invita- 
tion of foreign materials from cheap labor countries? What makes 
you believe it would go up ¢ 

Mr. Porter. I don’t know what their amount is. They ship colum- 
bium-tantalum.* We have not only uranium, but yttrium and other 
products which at the present time—I would say 2 years ago nobody 
ever knew about them. 

Well, they knew about them, but there wasn’t any quantity. Now 
we are producing these metals in quantity, which maybe in some time 
will be of value. I think the metallurgists and the designers will 
take advantage of every one of these many metals. We have in this 

roduct around 7 or 8 raw—I mean rare metals which will be produced 
in quantity; will have to be produced in quantity from euxenite or 
samarskite in this country. Maybe we were daydreaming. But that 
is the condition at the present time. 

We know that they have made yttrium metal. We do not know 
what the uses are. We know it is for the atomic energy program. 
And we know that they are working on gadolinium and others. And 
we have faith that we can, due to these other products, maybe we 
will become more sufficient—I won’t say self-sufficient —1 won't say 
that—but I wouldn’t want to set a price at this time. 

Senator Martone. You pay for wages out there, don’t you? What 
do you pay for wages out there? 

Mr. Porter. About $2.35 an hour. 

Senator Matong. Eight hours a day ? 

Mr. Porrer. Yes. But being up in the hills, we work 3 weeks 
and then have 3 days off. 

Senator Matons. What does it cost you for a day’s work per man? 
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Mr. Porter. Counting the social security and all, why, we figure 

over $20 a man. 
Senator MALONE. 


Mr. Porter. Yes. 

Senator Martone. What is the industrial insurance on the miner 
out there? It is different I suppose if he is a mil worker or under- 
ground ? 

Mr. Porrer. It differs. 

Senator Martone. What is the range? 

Mr. Porrer. The dredges are now running 3.2 

Senator Maronn. Of the wages? 

Mr. Porrer. Yes. 

Senator Martone. There and a quarter percent of the wages? 

Mr. Porrer. That is right. 

Senator Matonr. That is for industrial insurance? 

Mr. Porter. Yes. 

Senator Matone. What does an underground miner get ? 

Mr. Porter. We have no underground miners. 

Senator Matone. What does the social-security cost ? 

Mr. Porter. Well, I don’t come prepared to answer that. 

Senator Matone. Approximately. 

Mr. Porter. I don’t know. Three percent, isn’t it? 

Senator Manone. In addition to industrial insurance. 
cent. 

Mr. Porrer. Yes. 

Senator Martone. There are a good many places in the world today 
where social security and the industrial insurance and the differ- 
ence in feeding arrangement is greater than the wages they pay in 
some of these foreign nations. 

Mr. Porrer. That could be true, yes. 

Senator Maton. You are not hoping to compete—of course you 
know you are going to find all of these minerals in these low-wage 


countries. 

Mr. Porrer. 

Senator Maton. 
about it—— 

Mr. Porter. So far we don’t know of any other. 

We don’t know of anybody producing the same materials. 

Senator Matone. In columbium-tantalum do you think you can 
compete with Nigeria and other areas on a straightaway competition ? 

Mr. Porter. Not on astr aightaway competition, no. 

Senator Matonre. How would you prevent it. You have no tariff. 
Unless you have a fixed price—— 

Mr. Porter. It would have to be a fixed price or some—— 

Senator Martone. Or a tariff or something to make the difference. 

Mr. Porter. That is right. 

Senator Martone. That is why I asked you if you had any third 
method. I have been in this business and I couldn’t think of any 
third method except a direct contract with some Government or a like 
organization, which would be the same as a fixed price. 

Senator Matone. You think you would have to have that even- 
tually to stay in business—one of the two? 


That includes industrial insurance ? 


percent. 


Six per- 


I don’t know about euxenite or samarskite. 
They may not know either. But once you know 
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Mr. Porrer. I would think so, yes. Because I cannot say what 
these other materials, what their value would be, because at the present 
time there isn’t any value on them. 

Senator Matone. Columbium-tantalum and uranium, do you think 
you could compete with the low-wage countries in the production of 
uranium when the fixed price runs out? 

Mr. Porter. I don’t think so, no, sir. 

Senator Matonr. Then you come right back to the fact that there 
has to be some protection on a principle—either a long-range fixed 
price long enough so you could go to your people and say, we can 
invest this money and get it back within this fixed price or a prin- 
ciple, a limited duty or tariff or something to protect you. 

Mr. Porrer. That is correct. 

Senator Maronr. I have an idea that it is nearly time for men like 
you to start thinking about this if you are going to stay in business. 

Mr. Porrer. Yes. 

Senator Maton. Because when you get east of the Potomac River 


and the Hudson River, you haven’t very many friends to stay in 
business. Do you realize that ? 


Mr. Porter. That is correct, sir. 

Senator Matone. Well, if you know that, that is a great start in 
your favor. 

Would you then at your convenience round out any testimony you 
would like to complete what you have said in view of the ques- 
tioning? Give us some idea of what you have to depend on, and 
what amount money you would have to invest in exploration and 


equipment to really go into this business and make this country self- 
sufficient ? 


Mr. Porrer. Yes. 

Senator Matone. Would you like to do that? 

Mr. Porrer. Yes. 

Senator Martone. The committee will appreciate it greatly. 

If you have nothing further, why, that will be all. 

Mr. Porrer. Thank you. 

Senator Martone. Dr. Paul A. Krueger. 

Mr. Krurcer. Mr. Porter spoke for us. We have nothing to add 
to Mr. Porter’s statement. 

We are the chemical company he spoke about. 

If my name is on the list, it is a mistake. I do not wish to 
testify. 

Senator Martone. Mr. Bruce Manley, attorney representing the 
Oregon Chrome Producers and Mr. Joe Holman. 


Mr. Manley, you may identify yourself for the record and make any 
statement that you have prepared or otherwise. 


STATEMENT OF BRUCE MANLEY, ATTORNEY, OREGON CHROME 
PRODUCERS, ACCOMPANIED BY JOE HOLMAN 


Mr. Mantey. Mr. Chairman and Senators, I very much appreciate 
this opportunity to appear before this committee. My name is Bruce 
J. Manley, of Medford, Oreg. I am engaged in the practice of law 
in Medford. I am president of the California Oregon Chrome Pro- 
ducers Association. I represent the High Plateau Mines, the Waldo 
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Milling Co., and a number of small mineowners and leaseholders. 
They sent me here to assist in any program that will keep them at 
work. 

In commenting on the bill before this committee, S. 3816, while it 
is a step in the right direction, it is not a long-range program which 
is the thing that is so very much needed. 

The capital and the amount necessary for a large minin 
tion will not be invested unless there is assurance of more 
year program. The result will be retarded development. 

The price of $46 a ton when sold to industry will mean that only 
a few of our operators can exist; for most of our operators will be 
unable to do the necessary selling job. Any immediate sales to in- 
dustry will be most difficult because of the large accumulated inven- 
tories now on hand. 

Senator Martone. Would you pardon me right there. 
was a 5-year program ? 

You called it a 2-year program. 

Mr. Mantey. I understand from the bill that at the end of 2 years 
he makes a report; and at that time may end the program. 

Senator Matonr. All right. Go ahead. 

Mr. Mantey. Moreover, most of our operators are too small to be 
able to contract for delivery of sufficient tonnage and grade for a 
long enough period of time to interest industry. 

The bill might work by permitting the operators to form their 
own brokerage firm. A sale to this firm would be considered a sale 
to industry. The brokerage firm would have its own sales represent- 
ative. It would be in a position to offer a standard grade of ore in 
large amounts over a long period of time. 

This would be attractive to industry, and it is a thing that the 
small operator cannot do. The $46 a ton price does not take into con- 
sideration the different grades of ore, nor the charges for handling 
and storage which the Government has been doing. 

To make the bill work the price should be $42 a ton for 42 percent 
chromic oxide. The minimum of iron ratio would be 2 to 1 and 
the maximum silicon content of 10 percent. 

The miners will be happy for any program that will make it pos- 
sible for them to compete with foreign labor. That is the sole thing 
that is putting them out of business. They feel they should have an 
equal chance to develop their ores. The average grade of ore brought 
into the Grants Pass stockpile is 4614 percent. 

Senator Matonre. What do you think you could do in this industry, 
in the chrome industry, of the United States, or a long-range, if a 
principle were adopted, say a fair and reasonable competition against 
the—rather with the foreign producer? Either tariff or duty to 
make up the difference of the cost of doing business here and effective 
wages or a long-range price? 

Mr. Manuey. Senator, judging from what I have been told by 
geologists and engineers, I refer to some of them a little further 
along, we could develop one of the large chrome-producing areas of 
the world, I believe. 

Senator Matong. Well, what is the consumption annually of chro- 
mite in the United States? 


opera- 
an a 2- 


I thought it 
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Mr. Mantey. It is approximately a million and a half tons. 
Senator Martone. What part of that can be produced on an ade- 
quate price at difference in wages and cost of doing business here, and 
in the cheap competing country in a reasonable time—5, 10, 15 years? 
Mr. Man ey. I would hesitate to say, because our development hag 
not gone far enough. But judging from what we have done during 
the time that we have operated, I would say that we could come very 
close to meeting our requirements. 

I am again relying very much on what I have been told by geolo- 
gists and engineers; because I do not have the scientific background 
to answer that. 

Senator Matone. You said the consumption was 1,400,000 tons. 

Mr. Mantey. One million and a half tons, approximately. 

Senator Matonr. Now what percentage of—what specification of 
this 1,500,000 tons? 

Mr. Mantey. That is metallurgical grade. I believe it gains at 
42—it is 42 to 48 percent. 

Senator Martone. 42 to 48 percent? 

Mr. Mantry. Yes. 

Senator Matoner. Now, this material of yours can be reduced to 48 
percent. 

Mr. Mantry. I am talking about metallurgical grades. 

Senator Martone. Do you think they could produce adequate for 
the market? 

Do you put any stock in stories for the last 24 years that you must 
save what you know about? Or do you think your exploration would 
continue to discover new reserves ? 

Mr. Man ey. I will answer that positively ; that it will discover new 
and large reserves. That Iam a of. I have run into that theory 
since I have been here a number of times. And I think that it is 
based on a misunderstanding of mining. It assumes that a mineral 
deposit is something that is very limited. It doesn’t take into 
consideration that your minerals depend on your technical develop- 
ment. And I could, of course, cite numbers of examples of that. 

We have in the chrome industry developed types of drills that make 
it easier and faster to locate these deposits which Mr. Holman will 
cover, I think, a little later. 

Senator Martone. What causes the continued exploration? Why 
do you keep looking for new deposits ? 

it because it is profitable if you find them ? 

Mr. Mantey. Well, I think for no other reason than they intend 
to develop it and make something out of it. Certainly a person doesn’t 
go looking for a mineral unless he intends to get something from it. 

What point would there be to going out and finding something and 
then doing nothing with it? 

Senator Martone. Well now if you only have a 2-year program or 
a 1-year program, what is the result? Do you simply mine out what 
you see or high-grade the mine, or what ? 

Mr. Mantey. A 2-year program does result in high-grading the 
mine and especially inchrome. Asa result of this short-term program 
they gouge out the high-grade kidney; and the rest is lost; in many 
instances permanently. 
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Senator Matone. Isn’t that the case of all mining, that if you only 
have a 2-year life of the mine or 1-year life for 6-months life, get all out 
of it you can and pass up the low grade and take the—so you can 
maintain heads and complete the job while that price is right? 

Isn’t that what you do? 

Mr. Mantey. Well, I think that where you have a long-range 
rogram 
Senator Martone. I say, where you do not have a long-range 

program. 

Mr. Mantey. Oh, yes; I think that is correct. 

Senator Matone. Now where you have a mine—whether it is copper 
or tungsten or chromite or something else—that runs a certain per- 
centage, it is not all of a standard grade; is it ? 

Doesn’t it run from a low grade and a high grade? 

Mr. Mantey. That is correct. 

Senator Matone. Well then what you do in your mill is to establish 
a certain percentage of assay, and that is your job of milling foreman 
to keep those heads constant; you base that on whatever your mine 
produces and what is profitable after you get it done? 

Mr. Mantey. Well, in those heads, if it 1s a short-term thing, they 
may increase the heads but decrease the quantity mined. And when 
you leave that low grade you never go back. 

Senator Martone. It doesn’t make any difference what it is? 

Mr. Man ey. That is correct. 

Senator Maroner. Or how long established ? 

Mr. Mantey. Thatis true. 

Senator Martone. Isn’t that true of every metal ? 

Mr. Mantey. Every one that I am familiar with I think that is true. 

Senator Matonr. Of course it is. So about the best way we could 
high grade all the chromite mines or the tungsten mines or anything 
else would be a short-term fix in price. 

Mr. Mantey. That is correct. 

Senator Matong. Go ahead. 

Mr. Mantey. The chrome miners will be happy with any kind of 
rogram that will make it possible for them to compete with cheap 
oreign labor. That is the sole thing that is putting them out of 

business. They feel they should have equal chance to develop their 
ores. The average grade of ore brought into the Grants Pass stock- 
ile is 4644 percent. We have the statement of Hollis M. Dole, our 
tate geologist on page 96, part 2 of the hearings last year, that— 
— my opinion that the chrome production potential of California and Oregon 
8 large. 

I have a letter from Norman Whitmore, mining engineer, Los 
Angeles, Calif., which states : 

We have made extensive study of chrome in other countries and have made 
several trips to Turkey on just chrome. The more we learn of foreign and 
domestic reserves, the more convinced we become that one of the greatest areas 
for chrome is in this area. 

Now, if you would like, I will turn over to the committee, Mr. 
Whitmore’s letter in full. 

Senator Matone. Why don’t we just make it a part of the record. 
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(The letter follows :) 


NorRMAN WHITMORE, 
ENGINEER OF MINES, 
Los Angeles, Calif., May 26, 1958. 
Mr. Bruce J. MANLEy, 
Care of William Berg, Jr., 
Senate Office Building, Washington, D. C. 


Dear Mr. Maney: We understand there is a program pending in Washington, 
D. C., for a chrome processing plant in the California-Oregon border area. We 
cannot see why this has not been done in the past as this area contains so much 
chrome that it could make us thoroughly independent of foreign production in 
an emergency. In peace time sufficient kilowatts of electricity are available 
so the ferrochrome metal produced would also store power so needed in emer- 
gency. We have made extensive study of chrome in other countries and have 
made several trips to Turkey on just chrome. The more we learn of foreign 
and domestic reserves, the more convinced we become that one of the greatest 
areas for chrome is in this area. We feel that the politicians do not understand 
the great chrome reserves which we know this area to contain. 

Yours respectfully, 
NoRMAN WHITMORE. 

Mr. Mantry. Why we don’t develop our own resources, I don’t 
know. If we fail to do so and permit our mines to cave in and fill 
with water, we will be charged for foreign ores all that the traffic will 
bear, and past history indicates that will be very high. 

Mr. S. H. Wilson testified before this committee last year on page 
120 of part 2 of the hearings, that— 
just as soon as foreign producers eliminate American production, they jack up 
the price as high as they can go. 

Senator Martone. A couple of those editorials this morning, very 
well written, indicated that the consumers were entitled to this lower 
price. 

What you say may surprise the writers of the editorials. Why do 
you say that ? 

Mr. Manuey. Well, in the first place it would seem logical that if 
we can’t do it, what would hold anybody in line if they have the ore 
and we don’t have it, or the means of producing it. 

The second thing is: I have known of instances, or heard of them, 
where it had happened. And in looking for support for those, some- 
thing that I could refer to, some authority, I came across Mr. Wilson’s 
statement. And also one, Senator, by you, last year. And that is on 
what I base my conclusion. 

Senator Martone. We have had the considerable experience—I 
wanted you to elaborate on it—mercury, for example. 

Italy and Spain can produce it for about $40 or $50 a flask and make 
money apparently. Our people need about $150 to $1,750 a flask to— 
influenced by changing conditions. And then the price goes down 
until our people are just out of business and then goes up to about 
$300 a flask. 

Mr. Mantey. I think similar things have happened in manganese, 
and some of the other metals. 

Senator Martone. So the consumers do not profit by the low-wage 
production in the long run. 

Mr. Mantey. No; in fact not any longer than until we go out of 
business. 

Senator Matonr. Go ahead. 
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Mr. Maney. Our people do not enjoy asking for help. Moreover 
our representatives have asked us if there were not some way that the 
industry could get on an independent basis. 

We have accordingly thought a cooperatively owned chrome-proc- 
essing plant would be the answer to our problem. I hereby suggest 
jt as a possible solution. 

If we had the money that is to be spent in the subsidy payments 
under bill S. 3816 placed in the form of a guaranteed market for all 
the processed chrome which we did not sell to industry over a period 
of 5 years, our studies indicate we would be in business permanently. 
We have a favorable report from Irving Block, of Portland, on the 
feasibility of the chrome plant. We know our population is rapidly 
increasing. 

I have with me many letters from mine operators and other inter- 
ested people that they want such a plant. A cooperatively owned 
ae plant seems to be the only immediate solution to our 

roblem. 

‘ Senator Martone. What would you do with the plant if you had free 
competitive markets with the low cost labor you are talking about? 

Mr. Mantey. Well, our studies indicate that there is—that low- 
cost-labor sitaution has yet not affected so much the processed ore. 

Eventually I suppose we will run into the same thing there. But at 
the present time there appears to be enough profit to be made in the 
processing that we could pay our wages and stay in business. 

Senator Matons. Suppose the American machinery for processin 
the ore was put in Turkey and other areas, what then would happen 

Mr. Mantey. I understand that something of that sort is being done; 
that those processing plants are going over there. And in that event 
I suppose we would be right were we are with the other. Because we 
cannot meet the low wages. We are just simply not able to do it. 

Senator Martone. One of the reasons I visited the nations of the 
world was to see the type of machinery and production-processing 
plants, mines, et cetera. We have given them $70 billion since World 
War II. They have used it principally to build these plants. Amer- 
ican capital has gone to the foreign countries on the strength of the 
free imports here to more than 50 billion. And the latest plant built— 
I don’t know whether it is in Turkey or Chile or South Africa—it is the 
best in the world, and about all the difference there is is the cost and 
efficiency of the labor. 

As long as we open the gates to divide our markets with everyone in 
the world based on the cost of production there is no thought of equal- 
izing the wages or the taxes or any cost of doing business here in the 
chief competing nations. 

So where would you be headed? It would take you a year. It 
would take you just as long to build a plant in Oregon as it would in 
Turkey. 

Mr. Mantey. That is true. But we are reasonably sure that we can 
lease plants that are now existing if we have an assured market. There 
is a plant at Spokane, and there may be some others that we think 
that we can get them to process the ore for us. 

I think it would be quite an undertaking for us to attempt to 
build—— 
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Senator Martone. Well now, how would you have an assured market? 
Tell me under what circumstances you think you would have it? 
Mr. Mantry. The only way we could have an assured market would 

be for the Government to purchase all we did not sell to industry. 

Senator Martone. Then what you would need would be a fixed price 
of an amount—of enough to pay your mee and taxes and cost of doin 
business and make a profit; wouldn’t it ? 

Mr. Mantey. That is correct. 

Senator Matone. What I outlined a while ago—is there any way 
except a duty or tariff that would make up that difference of the cost 
of doing business here and in the chief competing country or a fixed 
price that would produce a profit ? 

Is there any other way ? 

Mr. Mantey. No; I don’t believe there is. 

Senator Matoneg. It would be a great help to this committee if you 
would find some other way. I have been here 12 years, and I have been 
unable in that time to stop this free trade setup that is overwhelming 
us. I think it has slacked up a little now. And we may stop right 
here in the Senate. 

If we don’t and it is extended for 5 more years with a 25 percent 
more reduction in the tariff, there is nothing left for you, then, is there, 
but a fixed price ? 

Mr. Mantey. That is correct. 

Senator Martone. Well, then, if you can’t get the fixed price for a 
long enough period to invest your money and get it back, with a profit, 
you are dead, aren’t you ? 

Mr. Mantzy. That is true. 

Senator Martone. Well, that isallright. Goahead. 

Mr. Mantey. I have finished my statement that I prepared. 

In commenting on what you have just said, it seems that it is some- 
thing to be concerned about, that if it should develop, and as you 
indicated there, there is some tendency that way, that if it should 
develop that our processing plants and investments go to foreign 
countries and leave us none, well, we will not only lack ore but we will 
lack technical know-how and all other things as well. 

Senator Martone. How can you dispel the general impression in the 
United States today—and I am sure it pene tnet you will use u 
all the ore we have in this country and then we would have none at all 
if you were encouraged to produce it ? 

Mr. Mantry. I don’t know. I have thought along that line, too. 
Because it seems to be very well fixed—this idea that a mine is a very 
limited sort of thing. And unless there could be some general educa- 
tion in the form of articles and so on how we have time and again 

Senator Martone. What papers would you use? 

Mr. Mantey. I know of none. I don’t know how to go about doing 





it. 

Senator Matone. I haven’t seen an article like that in a newspaper 
in the eastern part of the United States in 25 years. 

They are all the other way. 

Mr. Mantey. They are all the other way that I have read. 

Senator Matone. To save your deposits that you know about. 

Mr. Mantey. It seems I did read several years ago, an article by an 
official of one of the oil companies in Harpers Magazine, where hie 
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pointed out that the price of aluminum had gone from dollars a 

und down to so many cents because of technical—increase of tech- 
nical know-how and so on. 

Outside of that, I don’t believe I have ever seen any publications 
or anything anywhere, on what you and I know very well that as we 
increase our technical knowledge we vastly increase our mineral 
resources. 

I would like to give as an example of that know-how to handle 
sulfuric acid under heat and pressure has increased our nickel possi- 
bihties. 

Senator Matonr. The Aluminum Company of America sitting 
right here where I am now sitting testified that the imports of 
aluminum put them out of business because of the low wages. 

For 20 years Ickes told the country there was no tungsten in the 
country. And we must save those little deposits. There might be an 
emergency some time. Under the Malone-Aspinall Act within 2 
years they were producing twice as much tungsten annually, fixing 
their price to make the difference in labor and taxes, as they were using 
in the country, in the United States, with more tungsten in sight than 
there had ever been and would be for a hundred years. 

But all of it was going into a stockpile because there was not an 
adequate tariff to make that difference to the users of the tungsten. 
Tungsten carbide companies and steel companies were buying a for- 
eign product altogether. So the Government stored all this tungsten, 
and it did look like a big stockpile. 

First, just a tariff to make that difference, and they would use the 
production here. So, the House refused to appropriate the money 
on four different occasions. And now there is 1 tungsten mine run- 
ning where there was about 250. And they would all open up if there 
was just a tariff making the difference in the wages and the cost of 
doing business. 

I am trying to be sympathetic to you. I am trying to find some 
new language. I have used mine for 12 years here, and it is getting 
pretty well worn down. 

All of the articles appearing in newspapers, editorials, are still to 
the effect that we are a have-not nation in these materials. And we 
must buy them from foreign countries. Also the consumer is en- 
titled to that lower price, which you have shown that the consumer 
does not get the advantage of that low price. 

Then again if you carried this through with all the products in the 
United States—and that is where it is headed—say you could get a 
shirt for $2 instead of $5 or $6—when you finally carry it clear through, 
you don’t have the $2. 

Everybody is living like your competition over in these other na- 
tions—without any carpets on the floor or curtains on the windows, 
and many of them have no windows, and no shacks. And how are you 
going to sell it to this country in time to help you I don’t know. 

Unless this creeping depression by virtue of the loss of American 
markets and living on a war economy brings us to our senses in time, 
I don’t know. 

Have you finished your statement ? 

Mr. Maney. Yes. Thank you. 

Mr. Holman, I believe, would like to supplement my statement. 

Senator Martone. Identify yourself for the record. 
27255—58—pt. 2 
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STATEMENT OF J. R. HOLMAN, CHROME PRODUCER FROM . 
CALIFORNIA 


Mr. Hotman. Mr. Chairman, my name is J. R. Holman. I am a 
chrome producer from California. I am an officer in the California- 
Oregon Chrome Producers Association. And I represent a substantial 
group of California chrome producers who, during the past 5 or 6 
years, have furnished over 50 percent of the chrome production that 
has been added to the stockpile. 

My comments on Senate bill 3816 are principally from the eyes of 
the industry of the chrome producer. 1e long-range minerals pro- 

am submitted to the 85th Congress June 4, 1957, by Hon. Fred A. 

eaton, Secretary of the Department of the Interior, recommended 
Federal financial assistance to certain segments of the domestic ore 
producers in the form of so-called incentive payments. 

The consequent legislative proposals spelling out these recommen- 
dations were set forth in Senate bill 2375. Critical analysis of the 
bill during subsequent hearings before the Senate Interior Committee 
in July of 1957 pointed up various inadequacies and suggested bene- 
ficial corrective factors. 

Study of the testimony resulted in a more realistic approach to the 
needs of those minerals named in S. 2375 and a corrective measure was 
introduced by Senator James E. Murray of Montana in 1958 in Senate 
bill 3816. 

The basic principle of the measure is to compensate the domestic 
producer for the cost of producing his ore as against the ore of for- 
eign origin. The method is to require the domestic miner to find 
a user who will buy his ore at world market price for specific grade; 
then when he can submit to the delegated agent of the Department 
of Interior evidence of sale, he will in due course receive the author- 
ized compensating differential. 

In theory this sort of program is workable but costly. In practice, 
to be of immediate benefit to the producer of the mineral, it is 
complicated. 

For instance, users of ore stocks, whether such supplies be from 
Turkey, Africa, Cuba, or the Philippines, utilize the brokerage 
method of procurement. This is done primarily to place the burden 
of intermediate finance upon the broker during the period of trans- 
fer from mine to destination, thereby eliminating all details, of course, 
payoff, ship charter, and other handling expense. 

The processor hereby has his inventory capital involved for the 
shortest period of time. 

The individual domestic chrome producers of California, Oregon, 
Washington, and Alaska, with varying degrees of production ranging 
from a truckload per week to several carloads, have no choice but 
to adopt an identical method of sale. 

It is only by such a procedure that a uniformity of quality can be 
blended for processing and contracts consummated guaranteeing 
volume and grade. Continuity and price: These factors must be pres- 
ent to offer stimulus. Therefore, any incentive program which does 
not offer a minimum of 5 years’ duration will fail to meet any of 
the declared objectives. 
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For instance, no prudent man will project a capital investment on 
equipment or plant facilities to reduce his operating costs and de- 
velop his reserves with only 2 foreseeable years in which to amortize 
his investment. 

Since improving our resources and reserves is one goal of this 
legislation, time in which to effect such results is a must. Ultimate 
consumers or processors of chromite ores are volume buyers, generally 
purchasing in ship-cargo lots, contracts in fact usually arranged 1 
to2 years in advance. 

Take a brief look at this picture; stainless steel mills are operating 
at 25 percent of capacity, with ample stocks for processing for from 
12 to 24 months ahead, contracts already written for additional sup- 

lies, forecast for any immediate upturn in business rather dim. 
Therefore, to wait out a market in this quarter again suggests that 
times a serious factor. Since there can be no general correction of 
economic conditions at the international trade level because of the 
5-year extension of the Reciprocal Trades Act, any suspension of 
financial incentive short of 5 years would not be realistic. 

We again remind this committee that this proposed legislation is 
supposed to be the long-range minerals program per Cabinet recom- 
mendation to the President in 1954. 

The incentive price of $46 set forth in S. 2816 is fairly close to 
being realistic to analyze this briefly, please note : 

S. 2375 offers $21 per ton in 1957. This just about offsets the increase 
in labor and material costs above the base under which the chrome 
mines were opened for the stockpiling plan in 1951. 

The added $25 per ton set forth in the Murray bill, S. 3816, in 1958 
is Just short of meeting the freight cost from source of origin to the 
major market for the mineral in the principal refining center of the 
Nation. 

We point out that certain functions heretofore carried out by the 
GSA purchase depot must now be*taken over by the ore producer; 
we name these items of expense that should also receive consideration : 
Storage of facilities, loading provisions, and assay expense. 

Not having the Government breakdown of costs for such overhead, 
we can only hazard a guess that this will approximate at least $10 
per ton of ore handled. This figure should be added to the incentive 
compensation. 

Value of ore is predicated upon the chromium content. 

We believe this bill should spell out in definite terms the specific 
dollar incentive to stimulate upgrading as far as possible, the quality 
of ore delivered. 

Based upon the $56 average price we recommend, with acceptable 
grade limited to a maximum silica content of 10 percent and the mini- 
mum chrome-iron ratio 2 to 1, price schedule should be substantially 

as follows: Incentive figure, $42 per long dry ton for 42 percent 
Cr.O; content, with an added $2 per ton for each 1 percent increase 
in chromic oxide content. 

Such incentive schedule to apply through grade of 56 percent Cr.Os. 
We suggest no premiums or penalties for iron, which is now well 
known after 200,000 tons of delivery. While the incentive favors 
producing a higher quality product, the volume available will be 












670 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


limited. The average grade of ore will hereby result in a quality of 
46- to 50-percent oxide content, considered top metallurgical grade. 

Senator Matonr. What is the price of such material whenever there 
is a competitive situation ? : 

Mr. Hotman. The E. and J. price on 46 percent is running about 
$44 to $46 a ton today. But, on 48 percent 3-to-1 iron ratio is 
quoted at from 51 to 55 percent or, rather, $51 to $55. 

Senator Matone. That is foreign price? 

Mr. Hotman. Foreign price at Baltimore ports. 

Having called this committee’s attention to the marketing or pro- 
curement method used by industry, provision should be made in this 
measure which will permit the chrome producers to either select their 
own marketing agent or to form their own corporate sales and han- 
dling medium. 

We recognize that there is bound to be a sales lag until industry 
stocks and commitments are balanced out. Therefore, if this measure 
will authorize payment of incentive upon proper certification that 
delivery has been made to the selected sales agent, the miner will re- 
ceive immediate partial compensation for his production and can, 
possibly, wait out final disposal for his full return. This is the 
only manner in which we can see a practical and immediate method 
in which to utilize this form of stabilization. 

Your attention is again directed to the recommendation of Secre- 
tary Seaton in his 1957 proposal, setting the starting date of the incen- 
tive program at termination of the stockpiling authorization, June 
30, 1959. 

Domestic chrome mining of metallurgical-grade ores came to an end 
on the Pacific coast the third week in May of 1958. Today, these 
mines are shut down, the miners are out of work. Only prompt legis- 
lation this session of Congress can continue the excellent development 
of this mineral in the national interest. 

From personal field knowledge, I can assure this committee that 
beneficial strides have been made in domestic chromite production. 

It has taken but a year and a half to fill the last half of the stock- 
pile quota allotted to our domestic mines. To be specific, 100,000 long 
dry tons of ore was produced so fast that the stockpile program has 
been concluded 1 year ahead of time. But this is not all. Developed 
reserves at this point are such that another 100,000 long dry tons can 
be produced from these same mines in the next 12 months. 

ne of the outstanding contributing factors that has come out of 
this search for this elusive mineral has been a new invention of a 
truck-mounted exploratary drilling device. I submit herewith a pic- 
ture of this machine, that you may know the far-reaching advantages 
to mining, in general, that American ingenuity can develop when 
challenged by a problem. 

In less than 1 year, volume of chromite was determined in 1 Cali- 
fornia district alone that produced nearly 30,000 tons of ore in 4 
months, but left unmined developed reserves of 58,000 tons in just 1 
of several operations in this district. 

Senator Matone. What is the price now offered on chromite out 
there, with the stockpile program run out ? 

Mr. Hotman. With the stockpile program out ? 

Senator Martone. Yes. 

Mr. Hotman. Is there a war with anything? 
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Senator Martone. No. What is the offered price. What can you 
get for your chromite when the Government is out of the market? 

Mr. Hotman. Well, there has been one tentative offer made to one 
of the volume mines in the district offering $1 per each percent of 
chromic oxide content in the ore. Specifically, a 20-percent content 
of chromic oxide in the ore would be worth $20 per ton f. o. b. 
railhead. 

Senator Matone. Go ahead. 

Mr. Houtman. The operators of the formerly little mines, by taking 
advantage of new techniques and improved mining methods, have 
again proven that the big mines are developed from constant atten- 
tion to comparatively small prospects. 

These honest, sincere people, who have been devoting their lives 
to the rugged mountainous areas of our West, want to stay in busi- 
ness on a permanent basis. They do not desire to remain a burden 
to the Federal Government, and for this reason have been, also, seek- 
ing a solution that would create a sound, self-sustaining industry. 

The domestic chrome producers do have a plan, but, “because they 
are out of business today instead of June 30, 1959, are handicapped 
in their orderly development of such plan. Perhaps this measure, 
S. 3816, in some temporary modification, can offer the immediate relief 
needed while other arrangements are being made. 

It should be very apparent to this committee that the domestic 
producer is competing in the worst market, that of primary produc- 
tion. Why? Because American mining costs versus foreign mining 
costs present a wide gap. But, by a combination of primary with 
ore-refinement costs, it is not only possible to minimize the discrepancy 
but, also, to reverse it. 

The most serious criticism that can be made of the administration 
proposal is the principle of compensation by subsidy. This so-called 
tip to the waiter by Government gets nothing of value in return except 
a smile, while the recipient, as he takes the tip, wonders how soon the 
tipping is going to end. 

Dollarwise, 8 S. 3816 will require approximately $4 million to $5 
million per year to implement, without having offered the domestic 
producer any lasting advantage. 

Feasibility studies, industry surveys, and careful analysis by the 
domestic industry itself suggest a different approach which, we are 
sure, will not only minimize Federal assistance but build within this 
industry the capability of future growth and self-respect. 

For the same money, it would take to finance S. 3816 for 5 years 
with no lasting value received, if the appropriation were used to 
purchase for the national supplemental stockpile 50,000 tons of in- 
dustry specification ferrochrome to provide an assured market for a 
5-year term while the domestic producers extend their private sales 

in our expanding western markets which are convenient to source and 
processing, a permanent program would be established. The resulting 

value in this important str ategic hard-metal alloy material is not only 
sound investment, but the assurance of creating a lasting segment on 
chromite mining in the Nation is excellent insurance. 

Senator Matone. Does that complete your statement ? 
Mr. Hotman. Yes, sir. 
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Senator Matone. The same question to you: Is there any way to 
keep you in the chromite-mining business except to have that addi- 
tional price represented by a fixed price or a duty or tariff adjustable 
to make the difference in foreign costs and the production costs here? 

Mr. Hotman. Well, greater mines than mine have devoted the last 
3 or 4 years, through the mineral groups assisting our various western 
governments, and they have come up with no other answer. If we do 
not have tariff protection, there is no other way we can stay in business, 
except to have our cost price equalized by some form of support. 

Senator Matonr. Isn’t that generally recognized all over the United 
States. The only way you can make money is to have some difference 
in the cost of labor and the cost of doing business here and in the chief 
competing nations where they have our machinery and know-how— 
and they do everywhere now—isn’t that generally recognized ? 

Mr. Hotman. It is recognized so well in the manufacturing segment 
of the United States that, in general, I think, their industry is pretty 
well protected by tariffs. At least there is some duty on a good many 
of the products that they manufacture. 

Senator Martone. Now, then, will you tell me, then, why producers 
come in from states all over the nation and tell the story that you are 
telling; that their Congressmen vote for the free trade? What is the 
reason ? 

Mr. Hotman. The only reason I could give is that our voice isn’t 
loudenough. Wedon’t havea club tomake tlem listen. 

Senator Martone. You are at home, where they are. You don’t 
have to come back here and convince me. 

Mr. Hotman. We have got a lot of wide-open spaces in the West, 
Senator Malone, as you well know, and a voice crying in the wilder- 
ness out there to affect the tariff situation is 

Senator Matone. I don’t see how it is a cry in the wilderness when 
every industry is closing down, except the war economy where the 
armed services are buying a substantial amount of the material. 

Mr. Hotman. Industry hasn’t caught up with the facts facing the 
mining industry as yet. But I am convinced they will. In the mean- 
time, mining expires. 

Senator Matone. You sat here yesterday and listened to the Brass 
Association, representing all the brass companies. 

Mr. Hotman. Are they happy ? 

Senator Martone. They are going out of business, they say, because 
of competition. We have listened to, probably, a hundred industries 
in the Senate Finance Committee, and others. The House Ways and 
Means Committee has listened to several hundred industries. Still, 
the prediction by the leading newspapers on the Atlantic coast and the 
White House is that this oe extension with another 25-percent 
lowering of the tariff should be passed by both Houses. 

Mr. Hotman. Who is feeding the editorial material to the papers 
all over the land? I have read several in some of the California 
papers that are—— 

enator Martone. They are not feeding it to them. They are writ- 
ing it. 

r. Horman. Well, they are certainly writing it on a left-handed 
approach that would indicate to me that there is little information 
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at hand of sound basis upon which to predicate some of their 
arguments. 

enator Matone. Now, if you want to read two well-written edi- 
torials, I will recommend the New York Times and the Wall Street 
Journal as of today. They are mighty well-written editorials. 
Would you like to read them? Pick them up off the newsstands. 

Mr. Hotman. And the basis of those editorials ? 

Senator Matonr. The basis of those editorials is the good of the 
United States for America. 

Mr. Hotman. To continue free trade? 

Senator Matone. That isright. We just have to do it. 

Mr. Hotaan. Well, it is unfortunate that more of those people that 
are writing those articles cannot sit in some of these hearings and 

Senator Marone. I think they are here, all right, but I think it is 
unfortunate that the people that are testifying don’t talk to their 

ople at home and move in behind those that are doing the voting. 

You don’t have to convince me. I don’t think you have to convince 
the majority of this committee. But if the majority—as long as the 
majority of the House and Senate vote for it, you have got it. 

And if they don’t vote for it, nobody can do anything. 

Mr. Hotman. We have a serious handicap, Senator, that the boys 
that are mining our ore are, generally, back in the hills. They are 
not in too frequent contact with the city dwellers that they can get 
their story across. 

Senator Martone. The boys in the textile business are down in the 
flats. The boys in the cow business and the wool business are out 
there where you can see them. And, if we do not get the wool bill 
extended, the subsidy on wool, before we go home, 90 percent of those 
sheep won’t come out of the mountains this fall. You know that, 
don’t you ? 

Mr. Horman. We miners will lead them, then. 

Senator Martone. Maybe you can get together. Now, the cattle 
have started to come in from New Zealand. I just don’t understand 
it. I think, sometimes, you know—lI don’t think I have, but I don’t 
see how a majority for 24 years in Congress can prevail, with as many 
industries as there are in trouble now and have been almost con- 
tinuously. They are remaking the industrial map in the United 
States. Where are you from? 

Mr. Hotman. I am from Pasadena, Calif. 

Senator Maronr. Look over the list. You have 28 Congressmen. 
They are going to vote over there tomorrow. Tomorrow is the day. 
And all but about two of them are going to vote for free trade. 
Maybe five. You should be over at the House right now, instead of 
here. 

Our next witness is Mr. S. K. Droubay. 

Do you have a prepared statement ? 

Mr. Drovusay. Thank you, Mr. Chairman. Yes; I have a prepared 
statement. 

Senator Martone. You may identify yourself for the record, and 
goright ahead any way you see fit. 
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STATEMENT OF S. K. DROUBAY, GENERAL MANAGER, UNITED PARK 
CITY MINES CO., PARK CITY, UTAH 


Mr. Drovupay.. Mr. Chairman, my name is 8S. K. Droubay. I am 
general manager of the United Park City Mines Co., located in the 
Park City mining district, approximately 35 miles east of Salt Lake. 
I am a graduate mining engineer with 32 years’ experience in my pro- 
fession. I have managed mining operations for the past 14 years, 

It is a privilege for me to testify before this distinguished group, 
I would like to call attention once again to the sad plight of the Par 
City mining district, which since 1868 has contributed vastly to the 
country’s economy. 

The story of United Park City Mines Co. is a matter of record with 
the Senate Finance Committee, as it was told July 22, 1957, in con- 
nection with testimony I submitted in regard to the subject of sliding- 
scale import taxes proposed for the relief of the faltering domestic 
lead-zine mining industry. 

Our company is suffering continuous operating losses only because 
it would be more expensive to shut down. We are desperately hanging 
on, hoping and trusting that Congress and the administration will act 
in time to save us from disaster. Two separate Tariff Commission 
reports have outlined our plight. The need for help has been recog- 
nized, and help has been promised. We beg that action be taken be- 
fore it is too late. 

Senator Martone. Are you aware that if there is a proper tariff put 
on these metals to make the difference in wages and the taxes and cost 
of doing business here and in the chief competing nations that the 
State Department has said that established industries in Mexico 
will have to close down ? 

Mr. Drovpay. Yes. I have heard all sorts of rumors to that effect. 

Senator Matonz. Are you further aware of the fact that nobody 
east of the Potomac River wants you in business? 

Mr. Drovpay. Well, it looks that way, because there seems to be a 
good many opponents against plans and legislation that we have 
sponsored to put us and keep us in business. 

Senator Martone. I am very glad to see you here before this com- 
mittee, but I am saddened and mortified that it is necessary for a man 
like you to come to Washington to talk to Senators and Congressmen 
and tell them that an industry long established in Utah has been made 
unprofitable and on the verge of closing down by action of Congress. 
That is what you are telling them ; isn’t it? 

Mr. Drovusay. Well, either that or lack of action. 

Senator Matone. It seems that no one can remember back of 1934. 
Nineteen hundred and thirty-four is when the act was passed to put 
you out of business; isn’t it ? 

Mr. Drovunay. That is the Trade Agreements Act ; yes. 

Senator Martone. Well, now, you are aware that no matter how 
much the administration or the State Department want to buy this 
lead and zinc from Mexico and foreign nations, that if Congress 
doesn’t extend that act—and they are voting on it tomorrow—that they 
can’t buy it. 

Are you aware of that fact? 
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Mr. Drovusay. I didn’t get that. 
Senator Matonr. If the House, which votes tomorrow—if they do 
not vote to pass that bill—if it goes back to committee or dies on the 
floor, then on June 30 the State Department in Geneva, Switzerland, 
acting under the General Agreement on Tariffs and Trade can make 
no more trade agreements. 

You are aware of that fact ; are you? 

Mr. Drovusay. Yes. 

Senator Martone. Are you also aware of the fact that 60 days’ notice 
from the Secretary of the United Nations—within 60 days all of the 

roducts on which trade agreements, multilateral trade agreements 
m Geneva under GATT comes back to the statutory Commission on 
a regulated rate to be regulated on the basis of fair and reasonable 
competition; that a tariff to represent that difference in cost of pro- 
duction and high and low cost and reasonable cost here and the cost 
in the chief competing nations—then that is the tariff. 

Mr. Drousay. I understand that the agreements that have already 
been made will continue in force and that the President could not make 
any more. 

enator Matonr. Well, I don’t understand that. I am about to 
advise you that is not true. They do not continue in force except the 
60 days necessary to give notice on the multilateral trade agreements. 

In 60 days the multilateral trade agreements return to the Tariff 
Commission on the statutory rate, not the rate that has been agreed 
on those multilateral trade agreements, but the statutory agreements 
of 1934. 

Then the Tariff Commission may take up these problems at any 
time on the invitation of Congress, the consumers, or producers, or on 
their own motion, and the tariff is flexible. 

It can be adjusted to equalize the difference in cost. Are you aware 
of that fact ? 

Mr. Drovnay. I didn’t quite understand it that way. 

Senator Martone. That is what it is. 

Mr. Drovusay. That is clarified if that is the case. 

Senator Martone. That is the way it is. Six months’ notice to the 
nation is a part of the bilateral trade agreements; and the products 
on which they have agreed revert to the Tariff Commission on the 
statutory rate. 

Two months’ notice on the multilateral nations. That is to say, the 
Secretary of the United Nations. And in 2 months those products 
revert to the Tariff Commission on the statutory rates to be adjusted— 
flexible. 

The Tariff Commission could do it every month or 6 years or when- 
ever it is opportune, whenever there is a change in the living standards 
of either country to justify it. 

My wife used to listen to me on the Senate floor, and when we would 
get home she would say, “They don’t know what you are talking 
about.” I have come to believe it in the last year. That is the reason 
I wrote a book on it. I don’t think 10 Senators understand that. And 
ractically no Congressmen. And I don’t believe I have met an 

industrialist who understands that. 
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They don’t know what they are talking about either. They come 
down here trying to get some little concession that will keep them in 





business for 6 months or 2 months or something. But they don’t ha 
attack the problem. un 
Now, if Congress doesn’t vote to extend this thing, you are back in 
business. That would be terrible; wouldn’t it? Pr 
You could hang on for another 2 months, couldn’t you? You could ve 
hang on if you knew you were going to be back in business ? vi 
Mr. Drovusay. I think so. W 
Senator Martone. Would you be back in business if the tariff re- 
verted to the difference in the cost of production in zinc and lead in i 
the chief competing nations and here ? 
Mr. Drovusay. Well, we would be back in business only if the product i 


that we sell returns us enough money to keep us—to take care of the 
inflated prices we have to meet. 

Senator Martone. Well, if that happened, and it went back on that 
kind of tariff, you would be competing for the American market; 
wouldn’t you ? 

Mr. Drovsay. That is right. 

Senator Martone. Well, is that enough ? 

Mr. Drovusay. Well, if it were high enough to give us a—— 

Senator Martone. You heard what I said? I don’t want a high 
tariff or low tariff. I want what the section 336 said. 

Mr. Drovsay. I don’t know how high the tariff would be, then? 

Senator Matone. I don’t know either. But you would be high 
enough that no one could come in and cut you from a foreign nation. 

Mr. Drovgay. It would discourage the flooding of our markets. 

Senator Martone. Flooding from where? 

Mr. Drovusay. From the foreign countries. 

Senator Martone. Apparently it has been so long since you have been 
on any reasonable base that this is a foreign language I am speaking. 
And I have been speaking it for 12 years here, and I have never voted 
for the extensions. And it has been up 10 times. 

I think I take credit for cutting it to 1 year on 2 different occasions. 
But I got no help apparently. Because a majority, a great majority, 
of the Senators and Congressmen every time it comes up, vote for ex- 
tension. But if you don’t extend it under the conditions, you are back 
in business competing for the American market. Is that what you 
want todo? 

Mr. Drovusay. Yes, sir. 

Senator Martone. Well, then, I think your business, rather than 
being right here, is getting hold of some Congressmen and Senators. 

Mr. Drovpay. I have been doing that for 10 days. 

Senator Martone. What response do you get? 

Mr. Drouspay. Well, most of our Western Senators are against the 
Trade Agreements Act. 

Senator Matonr. They arenot. Ihave news for you. 

Mr. Drovusay. The ones I have talked to are. 

Senator Matone. There was about 4 votes in 1955 from western Sen- 
ators against the extension. 

Mr. Drovsay. That is right. 
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Senator Matonr. Now you think most of them are against it now? 
Mr. Drovsay. Some of our Congressmen—our two Congressmen 
have made statements to the effect that they would vote against it 
unless it provided relief. They will vote for the Simpson substitute. 

Senator Matone. That isn’t relief. It is still in the hands of the 
President ; still in the hands of Geneva. If you just sit still and don’t 
vote for anything, you are in business. Tomorrow they are going to 
vote. I am going to look at the list myself. I am going to look at it 
when it comes over to the Senate too. 

Do you know how many votes we had against the extension in 1955 
in the United States Senate? 

Mr. Drovsay. I think all but one, so that it wouldn’t pass. I mean 
it passed by one vote. 

Senator Martone. We had 15 votes out of 96 Senators. One was 
against. That was against extension. I can furnish you with the list 
if you are interested. 

Mr. Drovusay. Yes. 

Senator Marong. Then what I am trying to say to you is: You are 
coming in here like all the rest with patent medicine remedies. You 
need to come in—you wanted some of the tariff that is paid in, some 
percentage paid to the producers, or if it gets to a certain price, the 
tariff goes on; 5,000 products in the United States. Do you think we 
are going to handle all of them that way? They are all going out of 
business. 

Mr. Drovuray. I am just a small mine operator, and I am here trying 
tostay alive. 

Senator Martone. I know it. 

Mr. Drousay. I am just telling our story. This is our story. And 
it is a plea for a group of people. 

Senator Martone. To think that men have their own money in busi- 
nesses of this kind—how long have you been out there in business? 

Mr. Drovupay. Well I took over the mine in 1953 when they were 
closed. They had been closed since the summer of 1951. 

Senator Matonr. When were they first organized and went into 
business ? 

Mr. Droupay. Well I think the Ontario mine started in 1868. 

Senator Martone. Well, I have news for you. If they extend this 
thing for 5 years with 25 percent more reduction in tariffs, all of this 
patent medicine business is just so much poppycock. And nobody 
here in Washington that I have ever met wants you in business. 

I think you ought to realize that. I have been here 12 years, and it 
took me the first 5 or 6 years to realize that. And to force a man like 
you to come back here and talk with this committee and make a rec- 
ord—they will all see the record—and to talk to your Senators and 
Congressmen is an outrage. 

But if you want some interesting reading, as I pointed out earlier 
in the day, almost every Atlantic coast newspaper today has an edi- 
torial asking for its extension. The New York Times and the Wall 
Street Journal, where you no doubt get some of your money to finance 
your mine, are two examples. 

I am very glad that you are making a statement and have it in the 
record. But I just wanted to point out to you that we are just on the 
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verge of putting you out of business entirely by the vote in the House 
tomorrow and probably in the Senate in about a month. 

I don’t know how long in the Senate Finance Committee. I ama 
member of it, and I will do what I can, I promise you. I hope you will 
come back and testify before that committee and bring a lot of friends 
and countrymen. 

Go ahead with your statement. You are just too honest a man to 
be subjected to this kind of treatment. 

Mr. Drovpay. Well, this, Senator, is an honest application of our 
operation of what we are up against. 

Senator Matone. I know it is. 

Mr. Drousay. My testimony of last July 22 demonstrated that ex- 
cessive foreign imports of lead and zinc depressed prices to the extent 
that United Park City Mines Co. had to curtail much of its badly 
needed long-range development and exploration work. Its mines had 
been practically exhausted of ore reserves in the effort to win World 
War IT and cope with the Korean emergency. 

Yontinued excessive imports have depressed the price of these 2 
metals to 11 cents per pound for lead and 10 cents per pound for zine. 
We are now liquidating our meager ore reserves in an effort to survive. 
All long-range exploration work was abandoned months ago and we 
are able to do only short-range development work in the immediate 
area where we are mining. 

We in the Park City area were disturbed and extremely disappointed 
when it was announced before this committee on April 28 that the 
proposal by Secretary Seaton was presented in lieu of any action on 
the Tariff Commission’s report. Our disappointment is even more 
keen when it is remembered that in President Eisenhower’s letter of 
reply to Mr. Cooper, former chairman of the Ways and Means Com- 
mittee, under date of August 24, 1957, the President stated : 

It is understood, of course, that the initiation before the Tariff Commission 
of an escape-clause proceeding by the industry is available in the last instance. 
It is my understanding that the industry will take such course if the Congress 
does not pass the requested legislation. In that event, I would request the 
Tariff Commission to expedite its consideration of the matter. 

Thus the President requested that we make this second appeal to 
the Tariff Commission and, in our minds we continued to act in good 
faith and anticipated that by Executive action the President would 
help us out. It is most difficult for us to understand, after the in- 
dustry has faithfully followed all the procedures suggested to it, that 
the President has not followed the advice of the Tariff Commission. 

The Seaton bill will not help the smaller independent domestic min- 
ing company which is so important to the growth of our domestic 
mining economy, unless it is “beefed up” and modified. I will dem- 
onstrate this inadequacy by applying the plan to the actual operations 
of United Park City Mines Co. 


1st quarter 1958 : 
Net profit before development expense____..------------------ $50, 987 
Ie teehee .. 124,092 
ae AR eA eepeeB aE 73, 105 
Prices received for lead and zinc__..--..-------~_-- cents. 12.99 and 10.00 
Prices needed to break even___..--------------.---- do__._ 14.86 and 13.06 
MeO TRTORIORE 5 hi Stree itd dad icine do__.. 14.75 and 12.75 


(Nore.—Seaton bill would not wipe out deficit. ) 


















Net profit before development expense___._...__-.---_--___---_ $432, 800 
UNION, , MOI I alan. cain certains ct tasoengemaetdp gh eseuniagagdionacamseunieiineeiaonel 513, 382 
mee 108s Berore Gepost: . 2 od le he ene 80, 582 
Prices received for lead and zine__.....-- ~~~ cents... 14.73 and 11.50 
Prices needed to break even................--.....- do... 15.29 and 12.26 
a ae eee RE SY eee do__.. 14.75 and 12.75 
(Nore.—Seaton bill would not wipe out deficit.) 
Year 1956: 
Net profit before development expense__...-...-----_-----___-- $566, 259 
TMI,” CEMIOOTINO ce ses ir cs Daemons casapdocipon-evg event en eters does ienenreeaiaaiaialiaa 684, 304 
et Wats befor’ Gepletiee. oo kt wii HOU eS 118, 045 
“ Prices received for lead and zinc...............--- cents... 16.00 and 13.49 
Gk. Prices needed to break even_...--.--.-.----.------ do... 16.70 and 14.63 
ent I SI tn te a nae cities seseliaas esas do__.. 14.75 and 12.75 
_ (Note.—See how inadequate the Seaton bill would be.) 
: ; ; 
; I wish to emphatically call your attention to the fact that the above 
rid 
figures reflect the graduate reduction of maintenance work and long- 
9 range development and exploration work with declining prices. 
. United Park City Mines Co. suffered shutdown expenses in 1953 
1. and 1954 coinciding with the prior Tariff Commission unanimous 
a findings of injury due to excessive imports. We enjoyed a small op- 
we erating profit in 1955 (before depletion). The years 1956, 1957, and 
the first quarter of 1958, have added to these losses. The attached 
] table No. 2, shows an accumulated loss for 5 years of $1,290,393. This 
: table was made up for filing of Federal tax return. 
Senator Matone. Would you like to make this table part of the 
record at this point ? 
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Mr. Droupay. Yes. __ 
Senator Martone. It will be included in the record at this point. 









TasLe No. 2.—United Park City Mines Co. calculation of carryover to year 1958 
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1 Silver King Coalition Mines Co. 

* Park Utah Consolidated Mines Co. 
‘United Park City Mines Co. 

‘ Absorbed by carryover. 

5 Period Jan. 1 to June 30, 1957. 


NOTE. 










Figures in parentheses denote profit. 








Carryover to— Depletion 
Year et eee isch scoeciaeacieai oa tieleitaaa acl ne 
tax return | | | tax return 
1954 | 1955 1956 | 1957 1958 
a9 Seo thee Pee | rp. th Joly tag a ee 
1963 !_.__. -| $45, 426. 62 | | 
| ae 85, 057. 18 | ee dias | ‘ 
1953 3. 205, 770. 51 |___. | a ce el ins telete Meare 
Total 336, 254. 31 $336, 254. 31 $336, 254. 31 $336, 254. 31 $336, 254.31 | $896,254.31 |....-....... 
1954. -| 187, 327. 45 | 187, 327.45 | 187,327.45 | 187, 327.45 187, 327. 45 $338. 54 
1956 _ - 65, 010. 37 ; | 65,010. 37 65, 010. 37 65,010.37 | 330, 244. 34 
1956 _ . ; 419, 766.30 |.....-.-. | 4 419, 766. 30 419, 766.30 | 290, 080. 89 
1967. | 281, 984.70 | | [2] 281,984.70 | 185, 992. 19 
Total 1, 290, 343. eT = __.......| 1,200, 343.13 | 806, 655. 96 
DALY MINING CO. (now part of United Park City Mines Co.) 
1953 ($1, 940. 34)] | re ae | Lee ue 3. 
1954 2, 140, 90 | $2,140.90 | $2,140.90 | $2, 140.90 |- 
1955 _ . 1, 515. 21 |. : 1, 515. 21 1, 515. 21 |. 
1956 901. 67 a wf ae 
1957 5 (4, 150. 46) | (4, 150. 46) $407. 32 
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and a mills have all passed inflated costs onto the mining 
company. Figure No. 3 shows the distribution of values in a ton 
of average grade ore at the Seaton bill price of 14.75 cents and 12.75 
cents. 


Senator Martone. The illustration will be placed on file with the 
committee. 

Mr. Drovray. It also shows what a small percentage of these values 
are recoverable by the mining company—only 46 percent to pay all 
of his mining costs and make a profit. Also, please note that we 
would have received under Seaton plan prices only 8.5 cents and 
3 cents out of each pound of lead and zinc from our average grade 
ore of 6-percent lead and 8-percent zinc. To put it another way, 
on the average for each 1-cent increase in the price of lead and zine, 
we net only 0.83 cent for lead or 0.375 cent for zinc. 

That is in these two illustrations where I have shown what the 
smelter reductions and freight and milling and so forth amount to 
with what remains to the mine. 

The first illustration on figure No. 3 indicates that at Seaton bill 
prices we would receive $20.61 per ton of ore from which we must 
pay mining company costs and hopefully make a profit. However, 
figure No. 4 demonstrates that costs have been under $20 per ton 
only 2 months since 1954. 

Senator Martone. That illustration, too, will be placed on file with 
the committee. 

Mr. Drovpay. You may also note that development costs during 
these 2 months were extremely low. From this you may see that con- 
siderably more than 14.75 cents for lead and 12.75 cents for zine is 
needed if mines of the Park City District are able to catch up on 
long-needed exploration work and get back into business. 

I think, Senator, if you will turn to this fourth chart: in the first 
2 months you will see the figures for 1954, 1955, and 1956, and starting 
with 1957 are by months. You will notice that only in August and 
October of 1957 did our costs dip below the $20 line. You see the 
small percentage of development expense we had. 

I would like to call your attention to the fact that Mr. Seaton told 
news reporters in Salt Lake City on June 1, just a week ago, that he 
will work hard to afford the domestic mining industry some form of 
relief. 

He stated that the administration will not bankrupt our neighbors 
to the north and south in order to give us quotas and import taxes 
as we have asked for. We are asking only for our historical fair 
share of the American market. I ask you which is the more im- 
portant, saving our own domestic industry from ener or deliver 
what is left of the American market to the international producers 
who would like nothing better than to “hog” all of it? Our survival 
would cost only a small portion of their profits. 

We continue to believe that the best long-range solution is legis- 
lation which will permit duty-free imports above the peril-point 
prices of 17 cents for lead and 141% cents for zinc. The statistics 
which I have previously presented on our operation are, in my opin- 

ion, an example of conditions existing in the average United States 
lead-zinc mines—particularly those in our Western States. These 


Mr. Drovsay. Smelting companies, milling companies, railroads, 
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statistics support the need for a program which would provide peril- 
point prices mentioned above. They also support my contention 
that, not -~ are the stabilization prices in the Seaton plan wholly 
inadequate, but that the amount of stabilization payment which 
would be payable to United States producers is also wholly imade- 
quate. 

May I emphasize again in closing that mining has to be planned on 
a long-term basis and year-to-year dependency for appropriations 
from the Congress weld make it impractical, if not impossible, to 

lan neded development and exploration programs—to say nothing 
of other problems such as negotiation of labor contracts. 

I thank you very much for the privilege of submitting my testi- 
mony. 

Senator Matone. Does that complete your statement ? 

Mr. Drovupay. That completes my statement. 

Senator Matone. Well, I have no questions to ask you. I think 
you understand the mining business thoroughly. 

You are from a mining State. A substantial part of all your taxes 
has always come from mining. Not very much of it, I guess. 

I have a high regard for your ability and your testimony and your 
seriousness in coming here. The 3 things—the 2 things you men- 
tioned—I will add a third one—happened to you since the last 24 
yaers. You mentioned a peril point. What do you mean by “peril 
point” ¢ 

Mr. Drovusay. Well, we term that somewhat the same as Mr: 
Seaton. He called it a stabilization point. 

In other words, we believe that that is the minimum price that we 
should receive for lead and zinc and be able to carry on a program 
of mining that will support a modest amount of development work. 
I mean that is the average that most of our western mines, par- 
ticularly, figure that we need. 

Senator Martone. Now, with your honest approach to this problem, 
of course it would not occur to you that this is just a ruse, just a 
method of getting into the chute for another year, 2 years or 3 years, 
whatever time that the bill or the extension of the Trade Agreements 
Act was proposed. 

The peril point is one of the greatest hoaxes ever sold to the Amer- 
ican people. I said that on the Senate floor when this was first pro- 
posed. 

In my opinion it was proposed by people who want some excuse for 
voting for the bill and to give you some idea that you are going to get 
hurt. A peril point, then, is really where you would fix the tariff 
if the Tariff Commission figured the difference between the produc- 
tion of zinc and lead, not at the high or low cost but at an average 
reasonable cost in this country and such cost in the chief competing 
nations. 

The difference would be recognized as the peril point; isn’t that 
right ? 

fr. Droupay. Yes, it would change with inflationary movement. 

Senator Martone. Of course. 

So, with your continued inflation that you have had since 1933— 
and no one has ever tried to stop it, regardless of all the fine inter- 
views and statements that have been made—since 1933 when they 
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went off the gold standard and deliberately priced America out of 

all foreign markets; and then through the Free Trade Act of 1934 
divided our markets with all the nations of the world. That is what 
we did. 

Now, another way that that peril point can be destroyed very 
quickly, probably within 24 hours, is a manipulation of the price of 
their money, and the value of their money. The chief competing 
nation or competitive nations manipulate the value of their money 
in relation to the dollar for trade advantage. 

Are you aware of that? 

Mr. Drovusay. Yes. Devalue it. 

Senator Maronr. Yes. 

They can do that within 30 minutes after this act passed, and they 
do. So, what chance do you have under a peril point? 

Now, one more thing: We are the only free-trade nation in the 
world. I do not know whether you have had any time from your 
business—I doubt if you have—but this has been my sole business 
for 12 years—to sit and hear these debates and do my research and 
the various things that come up before the Senate. And the peril 
point was invented just to fool you another 2 or 3 years. 

Now, let’s take the escape clause. Well, I was going to say to com- 
plete that other statement: We are the only free-trade nation in the 
world under the GATT regulations that transferred to Geneva under 
the 36 nations the right to regulate our trade and divide the markets 
among themselves, the American markets. We are the only free-trade 
nation in the world because the GATT regulations say that the other 
nations do not need to keep their part of the trade agreements as 
long as they can show they are short of a dollar balance, which they 
can always show. 

But you see that little gimmick there. So, they use tariffs. They 
use the import permits, exchange permits, manipulation of the money 
in terms of dollars for trade advantage. You simply cannot get an 
American product into any foreign market where that product is 
produced commercially there unless they judge at that moment they 
need it. 

Did you know that? 

Mr. Drovray. Yes. I have seen little books that purchasing agents 
in Mexico have to use when they buy stuff from our country. 

And I realize very well what it means, this reciprocal trade. I 
mean it is reciprocal only in one direction. 

Senator Martone. That is correct. The two words do not occur in 
the act. It never did and was never intended to be reciprocal. 

Let’s get around to the escape clause. 

Do you know anyone that ever escaped ? 

Mr. Drovsay. No. 

I think there have been a few small items, but I wouldn’t know. I 
have been too worried about our own applications for relief under this. 

Senator Martone. For your information, nothing material ever 
escaped. 

Now, we have one other thing that has been established; that yon 
have no right to be in business in this country unless it is needed for 
national defense. 
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Unless you can show it is needed for national defense then you are 
fair game. If you can show it is absolutely necessary for national 
defense, sometimes you can get a consideration. Now, how Congress- 
men have gotten into a frame of mind to do all of this to an industr 
I do not know. Of course, you are there investing other people’s 
money and probably your own. And you know—and if I am wrong, 
correct me—that no private money can go into a business unless there 
is a principle under which you are operating. But under this prin- 
ciple where the President can, and the Secretary of State so testified 
before the Finance Committee, trade any part or all of any industry 
to a foreign nation if he thinks it furthers the foreign policy. 

Did you know that? And he has been doing that. 

I am not talking about President Eisenhower; I am talking about 
Roosevelt, Truman, and President Eisenhower. 

Now, in the general agreements on the tariffs and trade—GATT in 
Geneva—the President of the United States transferred there. 

So they make multilateral trade agreements. They don’t keep their 
trade agreements. But they divide our markets through a continuing 
lowering of the tariff as permitted by congressional act. 

You know that. 

Mr. Drousay. Yes. I am not for it. 

Senator Martone. Well, unfortunately you are not a Senator or 
Congressman from that State. Your people are. And the votes 
show it. And I do not question their right to do that, you under- 
stand because they are elected just like I am. Sometimes it singes 
the paper a little that it is written on. But I have no quarrel with any 
Senator or Congressman that votes for free trade for this country. 

No other nation in the world has it. No other nation lives up to their 
agreements. 

I do have a bone to pick with industrialists and people in business 
who do not understand this thing. Twenty-four years is a long time. 
Unless you understand what Congress has voted for. If you are not, 
they are in a position to criticize you. I am going to review it again. 
I am going to furnish you two letters from the Tariff Commission 
signed by one of your illustrious citizens, Mr. Edgar B. Broussard. 
And in that you will see what I just explained to you, that if this is not 
extended, the 1934 Trade Agreements Act—it is in the House to be 
voted on tomorrow not for 1 or 2 years, but 5 years—by that time 
you will only be a memory. 

Perhaps your family will remember you—with a 25 percent addi- 
tional reduction. It doesn’t matter what amendment is put in that 
bill, if it is still in the hands of the President in Geneva, you are 
still on your way out. 

But if it isn’t extended and allowed to die, then on 2 months 
notice, every product covered by multilateral trade agreement in 
Geneva reverts to the Tariff Commission under the statutory rate, 
meaning the rate of 1930. 

And in 6 months’ notice every product covered by those bilateral 
trade agreements reverts to the Tariff Commission under the statu- 
tory rate. And the Tariff Commission then is instructed by section 
336 of that act just exactly what to do and on what principle. 

And it doesn’t stutter. The Tariff Commission now has no more 
authority than your grandson if you don’t have one. 


27255—58— pt. 217 
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The 1934 Trade Agreements Act completely stripped them of all 
authority. They are an agent of Congress. But when this expires 
they come back into their own to do just what it says there—to de- 
termine the difference in cost, not to the higher or lower cost, or 
reasonable cost in each case. If an article produced in the United 
States of America and its possessions, and that article or similar 
article is produced in the chief competing foreign nation, it recom- 
mends the tariff and the President has nothing to do with it whatso- 
ever. 

Mr. Drovusay. It goes into effect. 

Senator Maton. It goes into effect unless the Congress itself takes 


it up. 

Which they can do at any moment. But they customarily do not. 

Of course 24 years is a long time for propaganda to be poured over 
this Nation. I must tell you that I come to the Senate to stop this 
thing and I am going to do it if I live long enough. 

Mr. Drovusay. I hope you are successful. 

Senator Martone. We are going to try. I invite you now that if 
they do pass anything over there and it comes to the Senate Finance 
Committee, will you come back and testify before that committee ? 

Mr. Drovpay. Yes, I will if I can. 

Senator Matone. And read this in the meantime. 

All this business of 5,000 products when they go below a peril point 
that can be changed by a foreign nation in an hour, it is a crazy silly 
thing and was never meant for anything but just to wet the public 
down for another 5 years or 2 years or 1 year or whatever they ex- 
tend this Trade Agreement Act to, which is nothing more or less than 
the division of the American markets under the low wage nations of 
the world, just as the $70 billion—and they added a little more than 3 
to it last week—go to foreign nations to build more plants and more 
mines to compete with you. 

And we do that all in the name of peace; which we haven’t had now 
for a long time. 

This is not a lecture. I wish we had time to visit more together. I 
know your State almost as well as my own. They are good people 
in Utah, like they all are west of the Mississippi. 

But they must learn something about their own business and what 
— is doing to them. If they don’t, I don’t think there is any 

nope. 

r. Drousay. We have been working hard to try and give our 
point of view and tell them of our needs. But it is very difficult to 
get everyone in an industry to agree on the solution. It is just like 
trying to get a unanimous vote in the House of Representatives. You 
have a good many hundreds of people. And they all have slightly 
different ideas. 

And we have tried to come out with the best overall solution. And 
I hope we succeed. 

Senator Martone. I have attended your mining conferences for 
many, many years. You are doing the best you know how. But 
can’t you agree on just one thing that we ought to go back to the 
Constitution of the United States ? 

The Constitution of the United States pointedly separates the regu- 
lation of foreign trade through the duties imposed and your regula- 
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tion of the national economy from the fixing of foreign policy. 
Article 1, section 8, puts the first in the legislative branch. 

In article 2, section 2, it puts the second in the executive branch, 
and in 1934, Congress, which is pushed around as we all know, by a 
powerful President, tied the two together by a simple amendment 
of the Constitution of the United States without submitting it to the 
people ; just a legislative act. 

ouldn’t we just say, we want to go back to the Constitution of the 
United States? And agree on that? 

Mr. Drovusay. I would like to see them do that. 

Senator Matonz. Well, you have about 12 hours to discuss it with 
a couple of Congressmen. And then about a month to discuss it 
with some Senators. 

This meeting will stand adjourned until 10 o’clock tomorrow 
morning. 

(Thereupon, the committee recessed, to reconvene at 10 a. m., 
Wednesday, June 11, 1958.) 
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WEDNESDAY, JUNE 11, 1958 


Unirep States SENATE, 
SUBCOMMITTEE ON MinErRALS, MATERIALS, AND FUELS, 


or THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10 a. m., in room 224, 
Senate Office Building, Hon. James E. Murray (chairman of the com- 
mittee) presiding. 

Present: Senators Murray (chairman), Bible, Church, Malone, 
Watkins, Dworshak, and Allott. 

Also present: Robert Redwine, staff member and George Holderer, 
staff engineer. 

The Cuarrman. The subcommittee will come to order, please. This 
is a continuation of the hearings on the proposed minerals stabiliza- 
tion plan, which was begun a few days ago. 

Before opening the hearing, I would like to say that I was pleased 
with the announcement of Secretary of the Interior Seaton late yes- 
terday afternoon that he was withdrawing his recommendation that 
copper be considered in the minerals price stabilization plan and in- 
stead was instituting a limited copper stockpiling program. 

I am placing in the record at this point a copy of a news release 
issued by me following the Secretary’s announcement in respect to 
copper, and also a copy of the Secretary’s news release on the sub- 
ject. 

(The documents referred to are as follows :) 


News RELEASE FROM THE OFFICE OF SENATOR JAMES BH. Murray, DEMOCRAT 
oF MoNTANA, JUNE 10, 1958 


Senator James BH. Murray, chairman of the Senate Interior and Insular Affairs 
Committee, today stated, “I congratulate Secretary of the Interior Fred A. 
Seaton upon his having embarked upon a plan to purchase for the stockpile 
150,000 tons of copper as a means of ending the desperate plight the copper indus- 
try finds itself in.” 

The senior Senator from Montana said that he was joined in his statement by 
his colleagues, Senator Mike Mansfield and Congressmen Lee Metcalf and LeRoy 
H. Anderson of Montana. 

Chairman Murray continued, “I have assured Secretary Seaton that as a result 
of his cooperation and foresight in initiating a stockpile program for copper, 
taking this commodity out of the proposed minerals stabilization plan, I will 
cooperate with him fully in working out within the framework of the ‘Seaton 
minerals stabilization plan’ a solution to the dire problems of the lead-zine indus- 
try and other economic-sick minerals industries which are susceptible to this 
approach.” 

On June 3 Senator Murray, joined by six other Senators, addressed a letter to 
Secretary Seaton in which there was presented “the thought that perhaps now 
would be a good time for the Government to acquire strategic materials for its 
stockpile’ and in which there was also stated, “Without any general disparage- 


687 

























688 


LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


ment of the minerals price stabilization plan you have presented to the Congress, 
it would appear to the undersigned that a limited stockpile program in respect 

to copper would be the wiser and more effective course to adopt. We, of course, 

recognize that this approach would not necessarily be the correct one in the case 
of all the minerals embraced in the price stabilization plan.” 

The letter also stated, “The latest available statistics indicate that such a 
stockpile purchase program would effectively drain off domestic surplus copper 
inventories that hang like a black cloud over the market forcing prices down to 
ruinous levels, and would tend to bring about restoration of normal employment 
levels in the domestic copper industry. 

“We urgently suggest that you give serious and immediate consideration to 
this stockpile purchase proposal for copper in the hope that you will see fit to 
recommend it to the Congress. 

“Adoption of such a program, we are convinced, would strengthen the national 
security, meet the approval of industry, bring about restoration of normal activi- 
ties and employment in the copper-producing areas of the country and completely 
avoid trade irritations and problems in our international relations.” 

Senators who signed this letter with Senator Murray were Carl Hayden, of 
Arizona ; Mike Mansfield, of Montana; Alan Bible, of Nevada; Barry Goldwater, 
of Arizona; Dennis Chavez, of New Mexico, and George Malone, of Nevada. 

Senator Murray also stated that he has been informed that sufficient legislative 
authority already exists to embark upon the stockpiling program. “However,” 
the Montanan added, “if it issfound that there is either a lack of authority due 
to this being an economic measure or a need for additional appropriations to 
implement such a program, I shall immediately introduce such legislation.” 


Secretary of the Interior Fred A. Seaton today announced that his Depart- 
ment “following a thorough review of the administration’s proposed minerals 
stabilization plan,” is prepared to offer and support a 1-year-stabilization-stock- 
pile program for purchase of up to 150,000 tons of domestically mined copper 
at market price, not to exceed 27% cents per pound. 

“The review of this matter,” the Secretary said, “followed consultations by 
Assistant Secretary Hardy and myself with ranking members of the Senate and 
House Interior Committees, industry representatives, other interested executive 
agencies, and personal observations resulting from recent trips through several 
of the western mining States.” He added that assurances received from indus- 
try representatives and from Members of Congress that such a 1-year purchase 
program would effectively stabilize the domestic copper industry “were signif- 
icant factors in the decision to support it.” 

Secretary Seaton said technicians within his Department have been instructed 
to draft amendments to the legislation submitted by the Department of the In- 
terior on April 28 to the Congress. This new proposal will amend the admin- 
istration’s domestic minerals stabilization plan by providing for copper pur 
chases as expeditiously as possible during a 1-year period. Under the stabiliza- 
tion plan, as originally submitted, Interior proposed to stabilize copper produc 
tion up to 1 million tons per year for a 5-year period. Secretary Seaton said 
the modifying legislation would be prepared in time for his appearance before 
the Senate Interior and Insular Affairs Committee, scheduled for June 19. 


The Cuarrman. I shall read one paragraph from my news release, 
as follows: 


I have assured Secretary Seaton that as a result of his cooperation and fore- 
sight in initiating a stockpile program for copper, taking this commodity out 
of the proposed minerals stabilization plan, I will cooperate with him fully 
in working out within the framework of the “Seaton minerals stabilization 
plan” a solution to the dire problems of the lead-zinc industry and other eco- 
nomic-sick minerals industries which are susceptible to this approach. 


At this point in the record, I will order S. 3892 and the amendments 
thereto to be printed. 
(S. 3892 and the amendments are as follows :) 
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{S. 8892, 85th Cong., 2d sess.]) 


A BILL To stabilize production of copper, lead, zine, acid-grade fluorspar, and tungsten 
from domestic mines by providing for stabilization payments to producers of ores or 
concentrates of these commodities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Domestic 
Minerals Stabilization Act of 1958.” 

Src. 2. (A) The Secretary of the Interior shall provide for stabilization pay- 
ments to producers of ores or concentrates of copper, lead, zinc, acid-grade fluor- 
spar (fluorspar containing 97 per centum calcium fluoride on a dry weight 
basis), and tungsten trioxide produced from domestic mines as follows: 

(1) Upon presentation of evidence satisfactory to him of a sale of newly 
mined ores, or concentrates, produced therefrom of copper, lead, zinc, acid-grade 
fluorspar, and tungsten, the producer of such ores or concentrates shall be paid 
(if the market price of the material produced therefrom at the time of the sale 
was less than the stabilization price set forth hereinafter) an amount which 
shall not exceed the difference between the amount actually received by the 
producer from the sale and an amount, as determined by the Secretary, which 
the producer would have received for such ores and concentrates had the market 
price of the material produced therefrom at the time of sale been equal to the 
stabilization price as shown in the following schedule: 


















MATERIAL STABILIZATION PRICE 









Copper (electrolytic), 27144 cents per pound, delivered Connecticut Valley. 
Lead (common), 14% cents per pound, New York, New York. 

Zine (prime western), 12% cents per pound, Hast Saint Louis, Illinois. 
Flourspar (acid-grade), $48 per short ton, Rosiclare, Illinois. 

Tungsten trioxide, $36 per short ton unit, free on board shipping point: 


Provided, however, That where a producer further processes such ores or 
concentrates without effecting a sale, the equivalent and competitive market 
value of such ores or concentrates, as determined by the Secretary, at the time 
of such further processing shall be used in lieu of the amount which would have 
been received in the case of a sale, for the purpose of computing payments. 

(2) No stabilization payment as provided in this section shall be made: 

(a) On sales or further processing in lieu of sales of any production the re- 

coverable content of which is in excess of the following annual limitations: 
1,000,000 tons of copper, 350,000 tons of lead, 550,000 tons of zinc, 180,000 tons 
of fluorspar (acid-grade), 375,000 short ton units of tungsten trioxide; Pro- 
vided, however, That for purposes of administration the Secretary may fix 
quarterly limitations on the total amounts of each material on which stabiliza- 
tion payments are made for the purpose of achieving stabilization in the annual 
rates of production. When sales of any material exceed such quarterly 
limitations, the Secretary may adjust stabilization payments to producers for 
that quarter so as to distribute the benefits of the program equitably among the 
producers, but stabilization payments shall not be denied on any sales of any 
producer during such quarter whose sales did not exceed the following quan- 
tities: Copper, 2,500 tons; lead, 1,250 tons; zinc, 1,250 tons; fluorspar (acid- 
grade), 1,250 tons; tungsten, 3,000 short ton units: 
Provided, further, Whenever the total production from domestic mines of any 
of the minerals to which this Act applies exceeds the quarterly limitation in 
any one quarter, the Secretary may establish, for succeeding quarters, limi- 
tations on the quantities for each producer that will be eligible for stabiliza- 
tion payments, but no producer shall have a quarterly limitation for any mineral 
less than the quantity set forth for that mineral in the preceding proviso. 

(b) In the case of tungsten, stabilization payments on the sales of any one 
producer shall be limited to fifteen thousand short-ton units per quarter from 
production originating in any one mining district: Provided, That in the event 
eligible sales from newly-mined production is less than the quarterly limitation 
for this material, as established by the Secretary, the Secretary, at his option 
and under regulations issued pursuant to section 3 of this Act, may make stabiliza- 
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tion payments on sales of tungsten ores and concentrates from the inventory of 

producers which were produced after July 1, 1956, but prior to the effective date 
of this Act; in no event, however, shall payments on sales from such inventories 
exceed an aggregate of twenty-five thousand short-ton units to any one producer 
from production originating in any one mining district, nor shall payments on 
sales from such inventories, together with sales from newly-mined production, 
exceed in any quarter an aggregate of fifteen thousand short-ton units for any one 
producer from production originating in any one mining district. 

(c) No payment shall be made on any material which is sold to or eligible for 
sale to the United States Government, or any agency thereof, pursuant to a 
contract made under the provisions of the Defense Production Act of 1950, as 
amended, the Strategie and Critical Materials Stock Piling Act, or the Domestic 
Tungsten, Asbestos, Fluorspar, and Columbium-Tantalum Production and Pur- 
chase Act of 1956. Any such material shall be applied to reduce the annual and 
quarterly limitations specified in this section. 

(B) The Secretary shall provide that no stabilization payment made pursuant 
to this section on the recoverable content of any ores or concentrates shall exceed 
the following, for: Copper, 3.50 cents per pound; lead, 3.375 cents per pound; 
zinc, 2.50 cents per pound; fluorspar (acid grade), $8 per short ton; tungsten, 
$18 per short-ton unit of WOs. 

(C) Whenever the Secretary determines that the total quarterly production of 
any of the materials on which stabilization payments are to be made, as provided 
in this section, has exceeded the quarterly limitation for each of two successive 
quarters by an amount in excess of that shown in the following schedule: Copper, 
30,000 tons ; lead, 9,000 tons; zine, 15,000 tons; fluorspar (acid grade), 5,000 tons; 
tungsten, 55,000 short-ton units, 
he shall provide that all stabilization payments on such material sold thereafter 
shall be suspended until such time as he shall be satisfied that the annual rate 
of production from domestic mines will approximate the amounts set forth in 
section 2 (A) (2) (a). 

Sec. 3. The Secretary is hereby authorized to establish and promulgate such 
regulations and require such reports as he deems necessary to carry out the 
purposes of this Act, including, but not limited to, such regulations as will assure 
equitable distribution of the benefits of this program throughout the industries 
affected. 

Sec. 4. For the purposes of this Act, the following terms are defined : 

(A) The term “Secretary” when used herein means the Secretary of the 
Interior. 

(B) The term “producer” when used herein means any individual, partner- 
ship, corporation, or other legal entity engaged in operating a domestic mine 
and selling the material produced in normal commercial channels. 

(C) The term “sale” when used herein means a bona fide transfer for value 
of ores and concentrates from a producer to a processing plant. 

(D) A “domestic mine” is any mine located within the United States, its 
Territories, or possessions. 

(E) The term “newly mined” refers to material severed from the land sub- 
sequent to the effective date of this Act. The term does not refer to material 

recovered from mined dumps, mill tailings, or from smelter slags and residues 
derived from material mined prior to the effective date of this Act. 

(F) The term “quarter” means the calendar periods commencing on the first 
day of the months of January, April, July, and October. 

Sec. 5. This Act shall take effect on the first day of the first quarter next fol- 
lowing approval by the President and shall terminate on June 30, 1963. 

Sec. 6. There are hereby authorized to be appropriated to the Department of 
the Interior, out of any moneys in the Treasury not otherwise appropriated, such 
sums as may be necessary to carry out the provisions of this Act. 
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[S. 3892, 85th Cong., 2d sess.] 





AMENDMENTS Intended to be proposed by Mr. ALLoTT to the bill (S. 3892) to stabilize 
production of copper, lead, zine, acid-grade fluorspar, and tungsten from domestic mines 
by providing for stabilization payments to producers of ores or concentrates of these 


commodities, viz: 






On page 1, between lines 2 and 3, insert “TITLE I”. 

On page 1, line 3, strike out “That this” and insert in lieu thereof “Suc. 1. 
This”. 

On page 7, line 21, strike out “Act” and insert in lieu thereof “title”. 
At the end of the bill insert a new title as follows: 








“TITLE II 







“Src. 21. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to 70 per centum of the gross re- 
ceipts from duties imposed under paragraphs 391, 392, 393, and 394 of the Tariff 
Act of 1930, as amended, during the period January 1 to December 31, both in- 
clusive, preceding the beginning of each such fiscal year. Such sums shall be 
available until expended and shall be maintained in a separate fund that shall 
be used by the Secretary as provided in this title. 

“Src. 22. In addition to any payments under title I of this Act, the Secretary 
shall make limited tonnage payments, upon presentation of evidence satisfactory 
to him of a sale of newly mined ores, or concentrates produced therefrom— 

“(1) to producers of lead, 

“(a) as long as the market price for common lead at New York, New 
York, as determined by the Secretary, is at or below 14%4 cents per pound, 


at the rate of 1.6875 cents per pound on not to exceed 350 tons per quarter 
per producer ; or 

“(b) as long as the market price is above 14% cents per pound but is 
below 17 cents per pound, at the rate provided in preceding clause (a) re- 
duced by an amount equal to 75 per centum of the amount by which such 
market price exceeds 14%4 cents per pound, on not to exceed 350 tons per 
quarter per producer ; and 

“(c) no payment shall be made under the provisions of this section to 
producers of lead when such market price is equal to, or exeeeds, 17 cents 
per pound; and 

“*(2) to producers of zinc, 

“(a) as long as the market price for prime western zine at East St. 
Louis, Illinois, as determined by the Secretary, is at or below 12%4 cents 
per pound, at the rate of .9625 cent per pound on not to exceed 350 tons 
per quarter per producer ; or 

“(b) as long as such market price is above 12%4 cents per pound but is 
below 14% cents per pound, at the rate provided in preceding clause (a) 
reduced by an amount equal to 55 per centum of the amount by which such 
market price exceeds 12% cents per pound, on not to exceed 350 tons per 
quarter per producer ; and 

*“(c) no payment shall be made under the provisions of this section to pro- 
ducers of zinc when such market price is equal to or exceeds 14% cents 
per pound. 

“Sec. 23. Out of funds made available for the purposes of this title and not 
expended under the provisions of section 22 the Secretary may— 

“(1) under such terms and rules and regulations as he may deem appro- 
priate and necessary, make loans for financing and refinancing operations 
of (including standby operations), and for maintaining, replacing, repairing, 
and equipping and reequipping, mineral producing facilities in the United 
States, its Territories, and possessions, and for research into the basic 
problems of mineral production ; and any such loan— 

“(a) shall bear interest at a rate of not less than 3 per centum per 
annum ; 
“(b) shall mature in not more than 10 years; 
““(e) shall be made only in cases where necessary financial assistance 
is not otherwise available on reasonable terms; and 
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“(d) may be modified with the consent of the Secretary with respect 
to the rate of interest, time of payment of any installment of principal, 
or terms of security ; and 

“(2) provide for such programs of research by public or private organ- 
izations, other departments or agencies of the Government, or within the 
Department of the Interior, as he may deem appropriate to assist in the 
development of the domestic mineral resources of the United States, its 
Territories, and possessions.” 


[S. 8892, 85th Cong., 2d sess. ] 


AMENDMENTS Intended to be proposed by Mr. Murray to the bill (S. 3892) to stabilize 

P eeeciar of copper, lead, zinc, acid-grade fluorspar, and tungsten from domestic mines 

providing for stabilization payments to producers of ores or concentrates of these 
commodities viz: 


On page 2, line 1, strike out “and tungsten trioxide” and insert in lieu of thereof 
“tungsten trioxide, mercury, cobalt, and antimony.” 

On page 2, lines 5 and 6, strike out “and tungsten” and insert ir lieu thereof 
“tungsten trioxide, mercury, cobalt, and antimon”. 

On page 3, between lines 2 and 3, insert the following: 

“Mercury, $224 per flask, free on board shipping point. 
“Cobalt, $2.35 per pound, free on board shipping point. 
“Antimony, 60 cents per pound, free on board shipping point :”. 

On page 3, line 17, after “trioxide” insert a comma and “33,000 flasks of 
mercury, 4,000,000 pounds of cobalt in concentrates, and 3,000 tons of antimony”. 

On page 4, line 5, after “3,000 short ton units” insert a semicolon and “mercury, 
300 flasks ; cobalt, 100,000 pounds; and antimony, 100 tons”. 

On page 5, line 23, before the period insert a semicolon and “mercury, $50 per 
flask ; cobalt, 40 cents per pound ; and antimony, 25 cents per pound”. 

On page 6, line 6, strike out the comma after “short-ton units” and insert in 
lieu thereof a semicolon and “mercury, 2,000 flasks ; cobalt, 2000,000 pounds ; and 
antimony, 450 tons,”’. 

On page 7, between lines 14 and 15, insert the following: 

“(G) The term ‘flask’ means a steel container holding 76 pounds of prime virgin 
mercury 99.95 per centum pure or better.” 


The Cuarrman. The first witness will be Mr. Karasik. 
Mr. Karasik represents the Fluorspar Importers and Producers 
Institute. 


TESTIMONY OF MONROE KARASIK, WASHINGTON, D. C., WASH- 
INGTON COUNSEL, THE FLUORSPAR IMPORTERS AND PRO- 
DUCERS INSTITUTE; ACCOMPANIED BY WARREN J. SINSHEIMER, 
SINSHEIMER & SINSHEIMER, NEW YORK, N. Y. 


Mr. Karasrx. My name is Monroe Karasik. I am partner in the 
Washington law firm of Surrey, Karasik, Gould & Efron. We are 
Washington counsel for the Fluorspar "Importers and Producers 
Institute. 

With me this morning is my cocounsel, Mr. Warren J. Sinsheimer, 

Jr., of New York. 

Acia- -grade fluorspar, with which S, 3892 is in part, concerned, is a 
nonmetallic mineral containing more than 97 percent calcium fluoride. 
This is the material from which hydrofluoric acid is made. From 
hydrofluoric acid is made the necessary electrolyte for the reduction 
of aluminum oxide to metallic aluminum. Hydrofluoric acid is also 
essential to the production of uranium hexafluoride, an essential prod- 
uct in certain processes connected with nuclear fission. 
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Hydrofluoric acid is also essential in the a of certain fuels 
which play an important part in the development of our long-range 
missile program. 

In more conventional, but very widely spread uses, hydrofluoric acid 
serves as the starting point for the manufacturer of the fluorinated 
hydrocarbons. These fluorinated hydrocarbons are very widely used 
as refrigerants, and in the manufacture of the so-called Aerosol 
bombs, of which more than 150 million are used every year for insect 
sprays, fire extinguishers, etc. 













TRENDS IN DEMAND AND SUPPLY 


From this general listing of the uses of the chief derivative of acid 
de fluorspar, it can be inferred that consumption in this country 
c steadily risen. The inference is correct—this is the fact. 

United States Tariff Commission and United States Bureau of 
Mines figures show that the trend of consumption has steadily risen 
since World War II. In 1946 United States consumption (exclusive 
of delivery to United States stockpile) was a little over 85,000 short 
tons, in 1957 it was almost 329,000 short tons. Shipments by domestic 
producers (inclusive of stockpile deliveries) have shown a similar 
steady rise, from just about 79,000 short tons in 1956 to somewhat over 
189,000 short tons in 1957. 

Likewise, imports have risen. Including imports for United States 
Government use, stockpile, use, that is, imports steadily rose from 
6,600 tons in 1946 to over 412,000 tons in 1957. 

Grades of fluorspar containing less than 97 percent calcium fluoride 
not included in this bill, of course, are necessary in the production of 
steel, glass, enamel, and other industries. If we look at overall con- 
sumption of fluorspar—both the acid grade and all other grades—we 
see the same picture rises in consumption, in domestic shipments and 
in imports. 

Consumption has risen from over 426,000 tons in 1950 to over 
639,000 tons in 1957. Domestic shipments during that period ran 
from 301,000 tons in 1950 to 310,000 tons in 1957. Imports rose from 
over 164,000 tons in 1950 to over 631,000 tons in 1957. All of these 
figures, except the one given for consumption, reflect purchases for 
United States Government use. 

The mineral is therefore an important one, and its inclusion in S. 
3892 should be carefully considered. It should not be treated as just 
another mineral thrown into the legislative hopper. 


























EXPECTED FUTURE DEMAND 


Moreover, it has long been clear that our future needs for fluorspar 
will be great. Our productive capacity in aluminum and steel con- 
tinues to increase, and with those increases will come increasing de- 
mand for fluorspar. Inevitably, as private industry comes into the 
field of producing power from nuclear fission, greater demands will 
be made for the raw materials involved, again increasing the demand 
for fluorspar. The spectacular rise in the production of home refrig- 
eration units, new uses found for the aerosols, such as the packaging 
of hair lacquer sprays, all clearly spell increased demand. 
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In 1952 the President’s Materials Policy Committee, the Paley Com- 
mittee, predicted a 1965 consumption of fluorspar. That is, the crude 
fluorspar mined, at about a billion and a half tons per annum. One 
of the most active members of the Independent Fluorspar Producers 
Association, domestic producers, recently estimated that by 1960 
United States annual consumption of fluorspar, the ore, would be at 
the rate of 1 million short tons. 

This is also the view of prominent independent geologists. In de- 
livering the 1957 Jackling lecture at the New Orleans meeting of the 
American Institute of Mining Engineers, reprinted in Mining Engi- 
neering for May 1957, Joseph L. Gillson, chief geologist of Du Pont, 
a former councilor and vice president of the society, whose experi- 
ence as a geologist goes back to the early 1920's, covered the broad 
subject of industrial minerals and economic geology. 

In speaking about the many uses of fluorspar, and its constantly 
increasing consumption, Mr. Gillson says: 

In my opinion, it is not the producers who should be worrying about where 
they are going to sell their fluorspar, but rather the consumer as to where he 
will obtain his supplies. 

SUPPLY 


We believe that Mr. Gillson is right, so having considered the ques- 
tion of demand, let us now turn toward the question of supply. 

The most recent estimate of reserves we have been able to find is 
the combined Office of Minerals Mobilization and Geological Survey 
estimate of fluorspar reserves of the United States, dated November 

93, 1956. It sets forth these reserves as about 2214 million short tons. 
Of this, 13,800,000 tons are measured and indicated, and 8,760,000 
tons are given as inferred. The estimate states that those reserves 
containing at least 35 percent caleium fluoride or equivalent in fluor- 
spar and ‘sulfides could support mine production for 30 years at the 
1951-55 rate of about 750,000 tons of crude ore annually. However, 
as the Aluminum Company of America, in a statement to the Ways 
and Means Committee of the House of Representatives earlier this 
year points out, the ratio of crude ore to finished product is a little 
over 3 to 1. 

This means that to supply an annual consumption rate of 1 million 
tons of finished fluorspar, some 3 million tons of crude ore would have 
to be mined. 

On the basis of the estimated measured and indicated ore of 13.8 
million tons, this amount of crude would only be about a 4%-year 
supply. If the total estimated reserves, including those inferred, as 
well as those proven and indicated, is to be used as a basis a rate of 
mining at 3 million tons per year would represent a 7-year supply of 
the ore. 

This raises a very serious problem of national security as well as a 
problem of consumer interests. 

While I am perfectly sure that the domestic producers who are to 
appear before this committee will take the position that more explora- 
tion will find more ore bodies, on analogy with the petroleum industry, 
the views of the major consumers of acid-grade fluorspar in this 
country would seem to coincide with those expressed by the Aluminum 


Co. 


































a 































LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 695 


The best evidence to this effect is that Du Pont, Pennsylvania Salt 
Manufacturing Co., the General Chemicals Division of Allied Chemi- 
cal & Dye Corp., the Dow Chemical Co., and the Reynolds Auminum 
Co., all have recently acquired interests in fluorspar-producing areas 
in Mexico. 

Most of these companies, excluding Du Pont and Dow, were pro- 
ducers in the United States. Each of these companies, excluding Du 
Pont and Dow, owned, and some continue to own, the so-called captive 
mines. From the best available evidence, the estimated reserves of 
the captive mines would appear to be as much as half of total United 
States reserves. Both in terms of capital employed and number of 
employees, the major companies  podeatiig hydrofluoric acid have 
a much greater dollar stake in the continued availability of fluorspar 
than do the domestic producers. 

Thus, the action of large producers of hydrofluoric acid in invest- 
ing in Mexican fluorspar reserves carries with it a great deal of 
significance. 

As to the analogy which has been made between the fluorspar in- 
dustry and the petroleum industry, on the probability of the discovery 
of new reserves, I should like to quote again from the statement of the 
Aluminum Company of America to the Ways and Means Committee, 
previously cited : 


The point has been much belabored by the domestic producers that, because 
the history of the fluorspar industry has been one of continuing discovery of new 
reserves, such conditions will continue to obtain in the future. With this view- 
point we cannot agree. An attempt is sometimes made to analogize the fluorspar 
industry with the petroleum industry as an example of one in which reserves are 
constantly being discovered. A more proper analogy, we believe, lies in a com- 
parison of the fluorspar industry with the bauxite and cryolite industries, where 
the situation has been exactly the reverse. Except for deposits in Arkansas 
and small, scattered occurrences in the Gulf and Southern Appalachian States, 
no other bauxite has ever been found in the United States. The Greenland 
deposit of natural cryolite, discovered in 1794 and now nearing exhaustion, 
is the only commercial deposit of that mineral ever found in the world. 

In any mineralized area, there are limits to the occurrence of ore. Based 
on our own prospecting experience, we believe that the high point of discovery 
of additional reserves in the Illinois-Kentucky fluorspar district has been passed. 
During the last few years, we have not been successful in finding appreciable 
amounts of new ore, although we have continued to prospect vigorously. 

We know that other producers, in recent years, have spent considerable sums in 
prospecting this field without conspicuous success. During the war years, from 
1948 to 1946, the United States Bureau of Mines conducted drilling in the 
Illinois-Kentucky field, and drilled well over 50,000 feet of drill holes without 
finding any appreciable amounts of ore. This combined experience certainly 
bears out our earlier statement that the high point of discovery in the Ilinois- 
Kentucky fluorspar district has definitely been passed. 

Mr. Chairman, I have no source for this information, but, on the 
basis of discussions I have had with members in the industry, it is my 
understanding that the Aluminum Company of America is also in- 
terested in Mexican reserves. As soon as we can document that point, 
sir, I would like to be able to add it to my testimony. 

The CaairMan. You may do so, and it will be carried in the record. 

Mr. Karasix. Thank you, sir. 

The E. I. du Pont de Nemours & Co., in a letter to the chairman 
of the Committee on Ways and Means, dated May 26, 1958, writes, 
in part, as follows: 


We have been much concerned regarding the longer term availability of this 
material (fluorspar), and our gevlogists have carried on a continuing study of 
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fluorspar reserves. They have visited, repeatedly, the larger known deposits in 
the North American Continent, and have also visited, from time to time, major 
operating mines and deposits in Europe and Africa. It also seems significant 
that, although we are not miners, it has been necessary for us to acquire 
reserves in Mexico to help assure a future supply. 

These carefully considered statements by responsible authorities and 
people very definitely financially interested in fluorspar, must be 
weighed judiciously by this committee and S. 3892 must be considered 
insofar as flourspar is concerned, against this gloomy background of 
increased use and depleting United States resources. 


ECONOMIC EFFECTS OF 8. 3892 


If the provisions relative to acid-grade fluorspar, now contained in 
S. 3892, were enacted into law, it would, undoubtedly, enable the 
domestic producers to capture a major portion of the United States 
commercial market for acid-grade fluorspar. (By commercial mar- 
ket, I mean consumers other than the United States Government.) 

The reason for this is:that, by far, the major portion of United 
States production is presently being purchased for the stockpile. 

Stockpile purchases, however, are not expected to continue past 
September 1959. Of the 189,000 tons of United States acid-grade 
fluorspar produced in 1957, it is believed that not less than 124,000 
tons were purchased for the stockpile. 

With a subsidy of no less than $8, it is clear that the domestic pro- 
ducers, whose production for the stockpile would have been discon- 
tinued, could sell up to 180,000 tons per annum at bargain-basement 
prices. With an $8 subsidy, it is clear that they would have ample 
margin to undersell the importers. Therefore, were stockpile pur- 
chases to be discontinued, and were the subsidy to be provided by 
the enactment of this bill into law, two things would happen: 

First, domestic fluorspar would be consumed almost as fast as it 
was produced, and second, those countries now sending their fluorspar 
to the United States would have to develop markets elsewhere or just 
let their mines operate on curtailed basis, if at all. 

It must not be forgotten that, just as United States consumption of 
fluorspar is increasing because of increased productive capacity of 
industries which fluorspar serves, foreign demand is, likewise, rising. 
Those other industrial nations whose productive capacity is increas- 
ing in aluminum, steel, products required for nuclear fission, long- 
range missile fuels, and the other commercial areas of consumption 
would become the logical markets for the foreign production of acid- 
grade fluorspar. 

In this connection, I would also like to state that, subject to my later 
being able to document this, I was recently informed by, again, people 
who are regarded as having authoritative knowledge, that Russia 
does not have known fluorspar reserves. I have not checked that with 
the Bureau of Mines, but I hope to be able to do so, and, again, I 
should like your permission, if we are able to document that, to include 
that in this record. 

The Cuarrman. It will be carried in the record. 

Mr. Karastgx. Thank you, sir. Without question, once imports for 
United States commercial purposes were displaced by the domestic 
acid-grade fluorspar, the foreign producers would have no alternative 
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pert to channel their production to those other markets. This hav- 
ing been done, at such time as the United States reserves ran out, 
and this country again turned to foreign producers for supplies, it 
would be difficult, and make little commercial sense, for those pro- 
ducers to disrupt market connections in the other countries which they 
had made in the meantime. 

Of course, this could be overcome, to a degree, by the United States 
outbidding the foreign purchasers. That is the same sort of buying, 
for instance, that we carried on during the war at great expense. i 
the end, this would cost the economy of the United States a great deal 
more than might have been the case if the condition had not arisen in 
the first place. 

Certainly, United States foreign-trade policy is not designed to 
achieve an objective of increased costs to our defense and to American 


consumers. 





INCLUSION OF FLUORSPAR IN 8. 3892 





ANOMALOUS 


It seems strange to us that provision for acid-grade fluorspar is at 
all included in S. 3892. The other commodities which the bill affects 
are metallic minerals, of which there exists in the United States 
ample reserves of low-grade ores which, in times of emergency, when 
economic conditions are not determinative, could be used to supply 
United States needs. 

As to some of these commodities, there is presently, unhappily, 
world oversupply. Traditionally, these other mining industries in 
the United States have employed thousands upon thousands of work- 
ers. The prices of these other minerals are depressed. 

They have been depressed for awhile. In the case of acid-grade 
fluorspar, we have an industry which employs less than 1,000 workers, 
with limited reserves, and in which the prices have kept pace with 
or exceeded the wholesale price indexes over the last 12 years. 

There are other distinctions. Unlike the case of the metallic min- 
erals included in S. 3892, almost half, and, I think, more than half, 
subject to documentation, of United States mining output of fluor- 
spar is produced and used by the primary consumer, the manufacturer 
of hydrofluoric acid or of aluminum. 

Of the remaining quantity, one producer, the Ozark-Mahoning Co., 

roduces the preponderance. Some estimates place Ozark-Mahoning 
Co.'s production at over 80 percent of domestic independent pro- 
duction. 

By that I mean the so-called noncaptive production. Since the 
major portion of Ozark-Mahoning Co.’s production is produced 
through facilities which have been amortized under the provisions 
of the United States Government contracts, one would conclude that 
the absence of capital charges as a result of this amortization would 
place that company in a position where it would hardly require fur- 
ther United States Government subsidies. 

The stated purpose of this bill, as set forth by the Secretary of 
the Interior, in his letter of May 22, 1958, to the President of the 
Senate, is— 
to arrest the sharp downward trend in the domestic production of certain min- 
erals and to prevent a permanent loss of the productive capacity of the mines 
involved. 
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United States Government figures, some of which I have quoted 
here this morning, indicate that there is no sharp downward trend 
in the domestic production of acid-grade fluorspar. 

On the contrary, the trend is a rising one. The 3-year average 
of shipments by domestic producers for the years 1956 through 
1958, inclusive, was 88,521 tons; for the years 1949 through 1951, 
inclusive, it was 107,390 short tons; for the years 1952 through 1954, 
inclusive, it was 161,468 short tons. 

Last year’s shipments, Bureau of Mines figures, all of these, were 
189,257 tons. So, there has been no downward trend, It has been a 
rising one. 

And, in view of what has been said above about the rate of deple- 
tion of the United States resources, this bill would not prevent a 
permanent loss of productive capacity of the mines involved; on the 
contrary, it would assure a permanent loss of United States reserves 
and, therefore, productive capacity. 

The plain fact is fluorspar does not belong in the bill; it is not up 
to me to guess as to why it is in, but it is up to this committee to 
resolve this anomaly. 


ADDITIONAL CLARIFICATION REQUIRED 


As it stands, the bill requires clarification. In a letter dated May 
10, 1958, from the Secretary of the Interior to Mr. Walter E. Seibert, 
president of one of the members of the institute which we represent, 
the Secretary says: 

We have no intention of permitting producers to sell in nearby areas without 
payments, and then to claim payments on an additional 180,000 tons. 

The language of section 2 (A) (2) (a) does not seem to be devised 
best to carry this intention into effect, since its empowers the Secre- 
tary to fix quarterly limitations— 
on the total amounts of each material on which stabilization payments are made 
for the purpose of achieving stabilization in the annual rates of production. 

This would appear to confine the tonnage limitations only to 
amounts of materials on which payments are actually made. Per- 
haps clarification could be effected if the word “are” in line 20 on 
page 3 of the draft bill were deleted and the words “may be” were 
substituted therefor. 

We also believe that the bill, in its present form, would give un- 
fair competitive advantage to domestic producers. In this connec- 
tion, we think particularly of those situations in which previous 
Government action, such as the practice of rapid amortization, may 
give the domestic producer a basic-cost advantage, and where the 
subsidy payment might well represent a windfall. It seems to us 
as if some provision to prevent windfall, such as a clause providing 
for renegotiation, or subjecting the domestic producers to the terms 
of the Renegotiation Act, should be included. 

We have an alternative proposal. 

If the bill were enacted to carry out the Secretary’s intention, the 
domestic producers would be assured of 200,000 tons of supply of 
acid-grade fluorspar to the United States market, which consumed 
some 328,000 tons in 1957. 


































































LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 699 
This, as noted above, would force foreign suppliers into making 
other marketing arrangements for that portion of their production 
which currently is being used to supply United States commercial 
demands. It would continue the rapid depletion of reserves, which 
are, unquestionably, limited. 

The ‘luorspar Importers and Producers Institute is not at all un- 
sympathetic to the need of the American producers to employ their 
capital and labor gainfully, but they see no reason why the marketing 

osition of imported fluorspar in the United States should be sharply 
Aierupted by a device which might provide only a temporary palliative 
for the United States producers, and which would almost certainly 
result in very great expense to the United States in the future. 

It is therefore the suggestion of the importers that, instead of in- 
cluding acid-grade fluorspar in S. 3892, consideration be given to a 
continuance of the United States stockpile-purchase program, with a 

roviso that such stockpiling be of acid-grade fluorspar of United 
Rates origin only. 

I may say at this point, Mr. Chairman, that this statement was pre- 
pared 2 days ago without any knowledge of what the Secretary of the 
Interior was going to propose and did propose yesterday with respect 
to copper. This was our ve considered analysis of the acid-grade 
fluorspar problem, and that bore no relation to any other thinking 
about any other of the minerals included in this bill. It is quite coin- 
cidental, I think, that we have come up with the same answer as Mr. 
Seaton has in his proposal to take care of the very, very serious problem 
we have in copper. 

Such a proposal would assure that, at such time in the near future 
as United States reserves of ore ran out, there would be available in 
the United States substantial quantities of finished fluorspar for 
emergency needs. 

Such a program would have the effect of permitting the American 
industry to continue production at a moderate rate, while United 
States commercial demands could be met mainly from imports, and 
any foreseeable United States emergency needs in the future would 
be assured. 

And from an economic point of view, this fact should be kept in the 
forefront: Subsidies in these circumstances involve payments to an 
industry with rapidly depleting resources. 

This means, in other words, the United States gets nothing for them, 
but it does keep the producers in business. On the other hand, stock- 
piling from United States sources only involves payments to an indus- 
try to preserve to the maximum extent possible those depleting re- 
sources for the national security of the United States. 

I am saying here that such a proposal would result in the United 
States getting something tangible, storable, keepable, and vitally useful 
for its dollars. 

Thank you, sir. 

The Cuatrman. Are there any questions? 

Do you have any questions, Senator Malone? 

Senator Martone. Mr. Karasik, you represent the Fuorspar Im- 
porters and Producers Institute ¢ 

Mr. Karasik. Yes, sir. 


-—18 
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Senator Matonr. What would you call the producers’ institute! 
Producers where fluorspar enters into their manufacture? 

Mr. Karastx. No, sir; these are companies some of which import 
a i some of which both import fluorspar and produce fluorspar 
abroad. 

Senator Martone. How long has your organization been in existence! 
I have not heard of it before, but that is not surprising. 

Mr. Karasrg. Since 1955. 

Senator Matone. Since this matter of protection of American pro- 
ducers has become a rather controversial issue in Congress, do you 
have a list of your members ? 

Mr. Karastx. Yes, sir, we have. 

Senator Matonr. Could you submit them for the record ? 

Mr. Karasrk. Yes, sir. 

, aunatot Mavone. If you have them written down, could I see the 
ist 2 

Mr. Karastx. This is Mr. Sinsheimer’s writing. I can read it. I 

hope you can, sir. 
enator Matonr. The first one is Ivanhoe Trading Co., Inc.; where 
is their headquarters? 

Mr. Karasix. In New York City, sir. 

Senator Matonr. What do they trade in? 

Mr. Karastx. Fluorspar. 

Senator Matonr. They import fluorspar ? 

Mr. KarastK. Yes, sir. 

Senator Martone. Do they trade in American fluorspar at all ? 

Mr. KarastK. No, sir. 

Senator Martone. The St. Lawrence Fluorspar Co. is the next one? 

Mr. Karastk. Yes, sir. 

Senator Martone. What do they do? 

Mr. Karastx. They import fluorspar. They have holdings of fluor- 
spar, I believe, in Newfoundland. I think they also own some re- 
serves in Mexico. I don’t believe, however, that they import Mexican 
fluorspar. They at one time operated a drying plant in Wilmington, 
Del. I think also, sir, that they do have very small reserves of fluor- 
spar in New Hampshire, but I don’t think they are at all significant. 

Senator Maztonz. They are not mining fluorspar ? 

Mr. Karastk. Not in this country, sir. 

Senator Martone. Does the Ivanhoe Trading Co. own any foreign 
production ? 

Mr. Karastx. I believe Ivanhoe is interested in Spanish fluorspar. 
To what extent their ownership extends, I could not say, sir. 

Senator Martone. But they are interested in foreign production? 

Mr. Karastx. Yes, sir; they are. 

Senator Matone. Did the St. Lawrence Fluorspar or Ivanhoe Trad- 
ing Co. have a contract with our Government to import fluorspar, to 
sell imported fluorspar, or to process it ? 

Mr. Karastx. Yes; I think St. Lawrence did, sir. 
ae Matong. What was the amount of that contract, if you 

ow? 

Mr. Karastx. I cannot tell you, sir. 

Senator Martone. Does your friend know? 

Mr. Stysuermer. I don’t know. 
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Senator Martone. Can you get that information ? 

Mr. StnsHermer. I can get it right here in the room. 

Senator Matone. You can furnish it for the record. That is, fur- 
nish it for the record right away, today or tomorrow, so it will be in 
there. 

Mr. Karastx. Yes;I will make a note of it. 

Senator Matone. Where is headquarters of the St. Lawrence Fluor- 

ar Co. ? 
wr. Karastk. It is a Delaware corporation, and I believe the main 
office is in Wilmington, Del. 

Senator Martone. The Associated Metals & Minerals Co. is the next 
one. 

Mr. Karastx. I know their headquarters is in New York. I am not 
sure whether or not they are a New York corporation. Again, we can 
supply these details for the record. 

Becator Maton. Please do. 

Mr. Karastx. They are a very large dealer in all sorts of minerals. 
I have known them as importers, mainly, to this country. Among the 
many minerals which they import is fluorspar. I do not know whether 
they have any ownership interests in foreign sources of fluorspar. 

nahor Seacie Didn’t they make a contract on a barter basis or 
in some manner, a contract for Mexican fluorspar of around 50,000 
tons recently, in the last year or two? 

Mr. Karastx. I believe they did, sir, and again, on details,I would 
have to supply that for the record, because I am relying on conversa- 
tion and not on anything I have seen. 

Senator Marong. Will you supply from that conversation just what 
contracts they did make with Mexico or any other foreign country for 
importing fluorspar ? 

Mr. Karasik. Yes, sir. 

Senator Matone. And on what basis? 

Mr. Karasik. Yes, sir. 

Senator Matone. They are located in New York? 

Mr. Karastk. Yes,sir. It is very easily available. 

Senator Matone. If you will give the details on all of these com- 
panies as to their organization and their chief form of activity and 
ummports, what they import, their correct address, and so on, it would 
be helpful to the committee. 

Mr. Karasik, why don’t you make a complete list of the corporations, 
their headquarters, what their general business is, what their interests 
in fluorspar may be, what their connections with the United States 
Government on deliveries on any sort of contract might be—— 

Mr. Karastk. I will get up a table giving information for each one 
of these, and I will do it accurately, sir. 

Senator Matone. Fine. And then also what they produce, if any- 
thing, in the way of production of materials where any of these min- 
erals enter. 

Mr. Karasrx. Yes, sir. 

(The information was subsequently received and appears in pp. 
901-903 of the record. ) 

Senator Martone. You have Arnold H. Miller. Is that an individual 
or a company ? 

Mr. Karasik. That is an individual, sir. 














702 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


Senator Matonr. What does he do, and where is his headquarters? 

Mr. Karasrx. He is in New York City. As a matter of fact, he may 
be in this very room this morning. 

Senator Martone. If he is, we will let him answer for himself. 

Mr. Karastk. No; I guess he has not come down. He is a geologist 
and an importer. I don’t know that he has any personal holdings 
whatsoever in foreign fluorspar. But, again, sir, that information 
will be supplied, along with the information you have requested. 

Senator Marone. Is he an importer of fluorspar ? 

Mr. Karastx. Yes, sir; he is. 

Senator MAatonr. From where? 

Mr. Karastx. Principally, I think, from Spain. 

Senator Matone. And he lives in New York? 

Mr. Karasix. His office is in New York, sir. I don’t know his 
residence. ’ 

Senator Martone. Well, the office is what I really meant. Next is 
the South American Minerals Co. 

Mr. Karasik. I think it is a much longer title than Mr. Sinsheimer 
has given. 

Mr. JouN Sueparp. It is Samincorp, South American Minerals & 
Merchandise Corp. 

Senator Martone. What is your name? 

Mr. Suerarp. John Shepard, of South American Minerals. 

Senator Martone. Where 1s your headquarters? 

Mr. Suerarp. 425 Park Avenue, New York. 

Mr. Karasrx. Would you care to have Mr. Shepard answer your 
questions ? 

Mr. Suerarp. No; I don’t think so. You are the one who is testi- 
fying, and you gave me the name. 

What do they import / 

Mr. Karastx. Again, they deal in many more metals and minerals 
than merely fluorspar. The import of fluorspar is one of their busi- 
nesses. I believe also, sir, they are interested in certain chemicals as 
well as minerals. 

Senator Maronr. And the manufacturing of chemicals here or im- 
porting the chemicals? 

Mr. Sueparp. Imported. 

Mr. Karasix. I think it is entirely an importing trading cor- 
poration, 

Senator Martone. They do no manufacturing here ? 

Mr. Karasrx. No, sir. 

Senator Martone. Then they would import the chemicals already 
manufactured ? 

Mr. Karasik. Yes, sir. 

Senator Martone. Would you supply a complete list of their in- 
terests ? 

Mr. Karasrx. Yes, sir; of course. I think there is a mistake on 
that list, Senator. If you will excuse me, I would like to count these. 
There should be six. 

Senator Matonr. That you represent here ? 

Mr. Karastx. Yes. 

Mr. Sueparp. Ore & Chemicals. 

Mr. Karasrx. That is Ore & Chemical Corp., and it is also in New 
York City. 
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The sixth one should be Ore & Chemical Corp., also, sir, of New 
York City, sir, importers. 

I do not know the extent, if any, of their foreign holdings. The 
are importers of acid-grade fluorspar. They do import other bul 
commodities. I shall supply complete details with respect to them 
as I shall the others, sir. 

Senator Matone. Is this all of the companies you represent? 

Mr. Karastx. Yes, sir. 

Senator Matonge. Where do you live? 

Mr. Karastx. Here in Washington, D.C., sir. Excuse me. Chevy 
Chase, Md. 

Senator Matonr. Are you a resident here? Where are you from? 

Mr. Karastx. I am from New York City originally, and I have 
lived here in Washington for the last 20 years. 

Senator Matone. You represent New York companies or any other 


— ¢ 
r. Karastx. No, sir. 


Senator Matonz. Mostly importers? 

Mr. Karastx. No, sir. We represent importers, domestic manu- 
facturers, in various lines of business. We represent some various 
foreign people, foreign corporations, here, as well as American cor- 
porations. 

Senator Matonz. That is, American corporations that are organ- 
ized and have their main offices abroad but sell things to America? 

Mr. Karastx. No, sir. We represent some foreign companies 
abroad who might or might not sell things to this country. We repre- 
sent corporations in this country who do have subsidiaries abroad. 

Senator Matons. Would you mind giving us a list of those com- 
panies ? 

Mr. Karastk. Yes, sir. 

Senator Martone. It would advertise your business a little. 

Mr. Karastx. Well, I think it is awfully nice of you to give me 
the opportunity. We represent the Ronson Corp., of Newark, N. J., 
which is a domestic corporation. 

Senator Matone. What do they do? What is their business? 

Mr. Karastx. They manufacture cigarette lighters, electric shavers, 
hair dryers. 

Senator Matone. In this country ? 

Mr. Karasrx. Yes, sir. 

Senator Matonr. What are their foreign interests? 

Mr. Karastx. They have subsidiaries in England, West Germany, 
Australia, and a new one in France. 

Senator Matonr. Do these subsidiaries manufacture anything 
abroad ¢ 

Mr. Karastk. Yes, sir, they do. Not for import into the United 
States, but for their purely domestic markets. In the case of the 

British corporation, they supply the Commonwealth market, with the 
exception of Australia. 


Senator Matone. Nothing that they manufacture abroad is im- 
ported here ? 

Mr. Karastx. No, sir. There may be some case, an emergency case. 

Senator Maone. Is that part of the market they are supplying, 
the American subsidiaries there, where it was held out that the Ameri- 
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cans would get the markets they are now supplying from the sub. 
sidiaries? That is the market that American producers are supposed 
to get through this 1934 Trade Agreements Act as extended to June 30 
of this year, by having an organization in Geneva that continually 
divides the markets here ¢ 

Mr. Karastk. No, sir; it isn’t. ‘These markets in these various areas 
have been gotten by Ronson on its own initiative. 

Senator nr. I am sure they have. But how long ago did they 
establish the subsidiaries ? 

Mr. Karastx. The British subsidiary goes back a great number of 
years, certainly before World War II. 

Senator Martone. Before 1934? 

Mr. Karastx. I could not say, sir. 

Senator Martone. Could you supply that date? 

Mr. Karastx. Yes, sir. 

Senator Matonr. What kind of machinery and knowhow do they 
supply to these subsidiaries? Is it the same kind of machinery they 
use in this country, up to date machinery and know-how ? 

Mr. Karasir. Yes, sir; itsureis. Either they supply the machinery 
by purchases from American companies who manufacture that ma- 
chinery, or, occasionally, where it is a peculiar machine, it is manu- 
factured to their own design and it might be made in the particular 
country in which the subsidiary is. In the case of know-how, I don’t 
know what they have done about the English subsidiaries, but about 
the others I do know that they have brought people to this country 
to learn how we do thing here, and given them shop experience and 
factory experience, trained them intensely, and then sent them back. 

Senator Matonr. You would say, then, that the machinery they 
use in that country is equal to, at least, what they are using in this 
country ? 

Mr. Karastk. Yes, sir; I would. In the case of the French one, 
I can say quite definitely, because it has just been started in the last 
year. 

Senator Martone. The last factory or the last machine installed any 
pines in the world now is probably the best because it is the last, isn’t 
it? 

Mr. Karastk. I would think so, sir. 

Senator Martone. Then the know-how, the engineers and technicians 
at first at least were furnished from this country until their people 
there are entirely educated in the methods and know what they are 
doing, is that true ? 

Mr. Karastx. That is true, sir. 

Senator Matong. Do they ever take 1 or 2 percent, or a selected few 
good workingmen from your plants here and accompany those men 
back to your plants to be sure that they know how to train the workers? 

Mr. Karastk. I think that has been done. I think that was done in 
the case of the German organization, to my recollection. 

Senator Matone. Whenever it is necessary, they do that ? 

Mr. Karastg. Yes. 

Senator Martone. Just to be sure that the workingmen there have as 
much knowledge and application as they have in this country. 

Mr. Karasrx. Yes, sir. I must say also that there have been inter- 
changes between the British subsidiary and both the French and Ger- 
man ones in the way of technicians. 
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Senator Martone. Training the workingmen and technicians? 
Mr. Karastg. Yes, sir. 
Senator MALone. The interchange them for what purpose? 
Mr. Karasrx. Again for experience and again for standardization. 
This is a standardized product. All of them are standardized. 
Senator Marone. So all of the plants they control or have an inter- 
est in have the highest technical knowledge and the most practical and 
ey most efficient ttiethods for the workingmen to use ¢ 
Mr. Karastx. They certainly try to make it that way, sir. 
of Senator Matone. So that there is no machinery or know-how avail- 
able here in America that is not immediately available to any plant in 
any foreign nation? 
Mer. Karasix. Well, there may be a time on that after the machine 
has been perfected here, after it has been used here, there may be a 
time lag. I must say also, sir, sometimes it works in reverse. For in- 
stance, in this corporation, in the manufacture of lighters, that com- 
pany was getting along with quite old machines until about 2 or 3 
years ago, when they got, through a license of a German producer, 


a new machine that 1s very, very much more efficient than that which 
they had been using. 


Senator Marone. In this country ? 

Mr. Karastg. Yes, sir. 

Senator Matonr. Did they import some of those machines ? 

Mr. Karastx. Yes, sir; they imported part of that machinery and 
had the remainder built for them. 

Senator Matone. I think you are making a very fine witness. 
There is no machinery available to American producers now that isn’t 
immediately available anywhere in the world, is that true? 

Mr. Karastk. That is covering a pretty broad field. 

Senator Matonr. Let’s confine it to your business. 

Mr. Karastx. All right. 

Senator Martone. There is no machinery available to the Ronson 
Corp. in New Jersey that isn’t immediately available or with that time 
lag, or until it is proved to be practical, like a new automobile, tried 


out, that is not then available to these plants in which they have an 
interest abroad ? 


Mr. Karasrx. That is true, sir. 

Senator Matone. If there is any technical information that they 
have here that is not available there, then they make it available 
through technicians visiting those plants, do they not? 

Mr. Karasixk. Yes, sir. 

Senator Martone. And then if they have any difficulty training the 
workingmen in those plants, the Frenchmen, to do their job correctly, 
with the know-how available here, with which our workingmen are 
entirely familiar or in England or Germany, then it is immediately 


furnished by sending some of these workingmen to act as instructors, 
is that not correct ? 


Mr. Karastx. Yes, sir. 
Senator Martone. And vice versa, if they know more than we do. 
In your talk, you talk about fluorspar and I presume what you have 


- say about fluorspar applies to all other metals in which your clients 
eal % 


Mr. Karastx. No, sir; that is not so. 
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Senator Matong. Why did you only talk about fluorspar? We gave 
tungsten, we have other metals that we can talk about. 

Mr. Karastk. Well, fluorspar is what this particular group of people 
are interested in. 

Senator Matone. And you don’t represent any organization that is 
interested in any other metals at the moment ? 

Mr. Karastx. No,sir. 

Senator Martone. Then my question was a little out of order. | 
don’t want you to go beyond your commitments, But I will say to 
you that the same reasoning may easily apply to all strategic and 
critical materials in this country. The meaning of that term applies 
to something that we do not currently, when that term is applied, pro- 
duce enough for the market here. 

You understand that ? 

Mr. Karasix. Yes, sir. 

Senator Martone. Then you understand that that same reasoning 
would likewise apply to these other strategic and critical mat erials, 
provided you had a client that would be interested in those materials. 

Mr. Karastx. Sir, I will just have to take your testimony on that. 

Senator Manone. Well, I want to complete the record. 
don’t know anything about the others, that is what 
find out. 

Mr. Karastk. No, sir, I don’t. Such information as I have about 
the other minerals included in this bill is of extremely superficial na- 
ture, and I don’t think I could qualify to give— 

Senator Martone. I am just trying to find out if you did. I am 
perfectly satisfied that you confined your testimony to fluorspar. 

Have youever had any experience in mining fluorspar ? 

Mr. Karastx. Not personally, sir. 

Senator Matone. Do you know anything about the mining pro- 
fession or industry ? 

Mr. Karasrx. From firsthand, no. I know nothing about it except 
what I have read, and what people whom I have confidence in and 
who know their business have told me. 

Senator Martone. Who are those people / 

Mr. Karastx. Well, I place a great amount of confidence in Mr. 
Seibert, who is the head of the St. Lawrence Co. that is listed there. 

Senator Martone. What are his initials? 

Mr. Karasrx. Walter E. 

Senator Matone. What is his profession ? 

Mr. Karastx. I don’t know what his professional background is. 
But I know that he is 

Senator Matonr. What company is he connected with ? 

Mr. Karastx. The St. Lawrence fluorspar. I know that for many 
years Mr. Seibert has been very practically connected with mining 
fluorspar. 

Senator Martone. In these foreign nations? 

Mr. Karastx. In these foreign nations, and, sir, I think at one time 
here, too. 

He has a tremendous amount of really firsthand information. 

I would like to take the opportunity to request the chairman, if I 
may, for the opportunity to ask Mr. Seibert to submit a paper on 
the technical questions involved in this investigation. 


If you 
I am trying to 
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Senator Maxone. I think it would be better if Mr. Seibert appeared 
as a witness, because otherwise we would have no opportunity to 
examine him. 

Mr. Karasix. Surely. 

Senator Martone. Could he do that tomorrow ? 

Mr. Karastx. I will see what I can figure out with Mr. Redwine, 
sir. I know I can get ahold of Mr. Seibert pretty quickly. 



















I Senator Matonr. I don’t think you have to worry about Mr. Red- 
to wine, if you will just bring him over before we finish these hearings. 
ind The CuamrMan. The committee will be very glad to hear him. 
ies Mr. Karastx. I think we can do that, sir. 
IY The Cuatrman. Monday would be fine. 
Mr. Karastx. If you will give me a few minutes, I will try to do 
that before the morning is over. 
Senator Martone. Let us know when he can do that. 
1g Now, then, the reason I asked you about your experience in mining 
ls, is you say here our supplies are rapidly being exhausted in the 
Is. United States. 
ft. Was that the substance of your statement relative to domestic 
a supplies ¢ 
a Mr. Karastx. Yes, sir. 
a Matone. Upon what do you base that statement? 
t Mr. Karasix. I have done an awful lot of reading on this subject 






in the last several weeks, especially. I base that statement on the 
various things pertaining to the Bureau of Mines and Geological 
Survey reports; also on the reports of other geologists that I have 
read, and also on the basis of what I have found out from corpora- 
tions that have put an awful lot of money into prospecting recently. 

They have not found anything in this country sufficient to enable 
assuring themselves of a supply. 

Senator Matonr. Do you think you qualify as an expert in this 
field after this ee you have done? 

Mr. Karasrx. I don’t think I do. All I can do is repeat what I 
have concluded on the basis of reading and finding out from what I 
consider to be first-rate sources. It would seem to me that a real 
expert would be an economic geologist who knew something, which, 
for instance, I don’t, about where the major faults are, how they lie, 
what the basic geology is, and also the economics of extraction, which 
things I can’t testify about at all, sir. 

Senator Maronr. Would it interest you if you thought that this 
committee had made an investigation and had called maybe 50 or 60 
experts in the field, and already had the testimony of these men that 
you mentioned, and that it is contained in Senate Report No. 1627 of 
the 83d Congress ? 

It would probably be of great interest to you ? 

Mr. Karastx. What report f 

Senator Martone. 1627 of the 83d Congress. 

Mr. Karastx. It is of great interest to me. 

Senator Martone. Have you ever studied or read anything about the 
general mining business as to how you find reserves, new reserves, new 
deposits of minerals? 

Mr. Karastx. Yes, sir; I have read how they do it. 
Senator Martone. How do they ? 
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Mr. Karastx. Well, it goes back a long way. The general subter. 
ranean structures of this country have been mapped out over a period 
of years by, I think, principally the United States Geological Survey, 
Fodaed, I understand that is their business. The geologists know from 
a study of these general structures where to look for certain minerals, 
They know that certain structures imply that there are likely to 
be certain minerals in that area. They are able to, with their par. 
ticularized knowledge, and through various devices that enable them 
to more or less localize a structure in which they are interested—the 
are able to outline an area in which it looks as if it might be reason. 
able to expect deposits of the particular mineral involved. After they 
do that, they take test drillings to see whether their original deduce. 
tions were right. These drillings, I understand, bring up cores of 
material right through the earth, from the subterranean structures, 
which they are able to analyze. It tells them whether they are right 
in guessing that the structures were around there in the first place, 
Secondly, the knowledge derived from these drillings enables them 
still further to localize their search for the particular mineral that 
they are looking for. Then they perform more test drillings. Then 
they may finally hit a part of the material or ore body that they are 
looking for. 

From the position of that ore in the core, they can also derive other 
data which more or less tells them where to sink or make other drill- 
ings. From the total knowledge given them by this series of drill- 
ings they can pretty well still narrow it down further and tell you 
whether there 1s probably in an area a profitable body of the ore. 

I think that is the general procedure, sir. I know there is a lot 
more to it than that, but I think that is the way they go about it. 

Senator Matonr. Who furnishes the moneys for the exploration 
that you described ? 


Mr. Karasrk. Basically, the big mapping job, the overall job, is, I 
think, the Government job. 

That is your Geological Survey job. When you start narrowing 
it down, you have to look to private capital. There you have people 
who risk their money on the expertise of their geologists. 

I am sure, sir, that you know much better than I that an awful lot 
of money every year is put by private people into these explorations 
to find commercially valuable bodies of minerals. 

Senator Martone. Of fluorspar? 

Mr. Karastk. Including, among others, fluorspar. 

Senator Martone. How do you think this private money becomes 
available? What makes it available? 

Mr. Karastx. Well, it all starts with somebody’s earnings and 
somebody’s savings. In the case of companies like, we will say, the 

Aluminum Company of America, which has such a vital interest in 
finding fluorspar, as a very large consumer, I believe that they allo- 
cate a certain amount of their budget every year for exploration, with 
respect to fluorspar. 

enator Matoner. I am going to give you another idea that comes 

from the American Mining Association, of which I have been a mem- 
ber for many years, made up of mining engineers and men who some 
people refer to as experts, though I don’t think the members of that 
association refer to themselves as experts. But they do make their 
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living in the business. They will tell you without stuttering that 
unless an industry is profitable, there is no private money for research. 
The thing that makes mining companies and other organizations, 
prospectors, interested in finding a mineral is if it is profitable after 
they find it. 

the policy you recommend, there is no profit in it, and there- 
fore, there would be no exploration. 

Mr. Karastx. No, sir, I don’t. 

Senator Martone. Well, explain it to me again. I am sure you 
must have made a mistake someplace. 

Mr. Karastx. Maybe I did, sir. The policy that I recommended 
was that the Government continue its stockpile purchases of fluor- 
spar of domestic origin only, and I think that that would be profit- 
Die to the companies. 

Senator Martone. Let me give you a little practical experience 
along this line. In 1953, the Congress passed what was known as 
the Malone-Aspinall Act, guaranteeing buying a certain amount for 
the stockpiles of seven minerals. That was renewed in 1956, and it 
is still good until 1959. But in the case of some of these minerals, the 
House refused to go along with the Senate in appropriating the 
money. Therefore, there was no money for the purchase of these 
materials for the stockpile, although the act is still good. 

Experienced mining men, producers, prospectors, know the Gov- 
ernment is not good in stockpiles or any other guaranteed price. 
They have a habit of failing to appropriate the money after about 
the first year or two. Therefore, any stockpile program—lI will ask 
you if you know this—is not only dependent upon Congress passing 
an act of 1 year, 2 years, 5 years, or 10 years, or whatever they might 
pass, but is also dependent upon annual appropriations. 

Did you know that ? 

Mr. Karastk. Yes, sir; I did. 

Senator Matonr. Do you know the experience that the mining men 
have had in this field ? 

Mr. Karastk. No, sir; I did not. 

Senator Martone. Well, they are out of business. 

Mr. Karasrx. Well, sir, all I can say is that I am shocked. In the 
case of fluorspar, I can say I am deeply convinced, from what I 
found out, that this is a mineral which is one of the most—I may be 
exaggerating it here, but I am telling you the way it seems to me— 
I think this is one of the most important minerals from the stand- 
point of national defense that we have in this country. 

I think if the other House fails to appropriate the money that is 
needed to preserve this material for us, when we are going to need it, 
and we are going to need it sooner or later, all I can say is that I am 
shocked. I think that this is not in the best interests of this country, 
sir. 

Senator Marone. I am sure you are right. Is this the first time you 
have been shocked at congressional actions ? 

Mr. Karastx. Having lived around Washington for 20 years, as I 
said before, this is not the first time I have been shocked. 

Senator Matonr. Then why are you so surprised ? 

Mr. KarastK. I am surprised in this case, because this is something 
that, it seems to me, if I can find out in a relatively short period how 
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vital this material is for our country, it seems to me that the Con 
the United States Government, with its immense resources of informa. 
tion, could find it out a lot quicker. 

Senator Matonr. Well, I have some news for you. The greatest 
harm being done in this country is done by the people who become 


— overnight, and the people who really know something about 
it do 


not pose as experts generally. 

Your very statement that they should preserve this industry by 
preserving what they have here and not using it, shows your utter 
ignorance of the methods by which metal or ore is found. For your 
information, I am going to tell you, and I hope you study it a little 
more, there are more reserves of every strategic metal ore today than 
there was when Ickes was starting to save it 20 years ago. 

The way you find reserves is to make profitable the mining of what 
you know about, and you always find more reserves. 

The facts of the matter are that you have taken very literally that 
the USGS is charged with mapping this country geologically. They 
are charged with it. But they go just as fast as the money appro- 
priated to them is made available. Would it interest you to know that 
not more than 10 percent of the area of the United States has been 
geologically mapped ? 

Did you know that? 

Mr. Karastx. No, sir. 

Senator Marone. It is interesting; isn’t it ? 

Mr. Karastx. It is, sir. 

Senator Matonr. And that of that area, geological surveyors in the 
mining department do not find mines. That ought to be more interest- 
ing to you. Engineers turn down these prospects. They don’t find 
them. An engineer in private practice is very careful, ordinarily. He 
cannot afford to be connected with too many failures, so he turns it 
down unless he has some good reason to believe that by spending some 
money he will find a mine. Most of the mines in this country are 
found by people who are not posing as experts. They are prospectors, 
people who have a little money and explore, many times by accident in 
areas where it is not supposed to be at all. 

In oil, for example, you will find, if you continue your reading, for 
50 years geologists said there could be no oil in a volcanic area. But 
in Utah, some fellow who had a little of his friends’ money, and who 
could not read very well, struck a fine oil well, and from there on the 
geologists took another look at the voleanic areas. They now have a 
producing well in Nevada, in the middle of one of these areas. 

How far it will go, no one can tell. That is the reason we have a 
97.5-percent depletion allowance. That is gambling money. ‘They 
can go out wildcatting, and write it off. We have a 23-percent deple- 
tion allowance on 25 or 26 minerals. I was able to get it raised from 
15 to 23 percent 4 or 5 years ago, 1954 or whenever it was when we 
rewrote the income-tax laws to a certain extent. That goes for gam- 

bling money. But a company cannot explore for new minerals, new 
reserves, unless it is conducting a profitable business, and cannot pos- 
sibly conduct a profitable business on a Government loan. But they 
can on a principal. Now I am going to ask you, since you have now 
established yourself as an expert in the—— 
Mr. Karastx. No, sir; I have not. 
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Sir, may I ask you a question? I do regard you as an expert. I 
don’t regard myself as an expert. 
Senator Matone. No; 1am not. I am just one of the several thou- 

sand members of this organization that do the work. 

Mr. Karastx. You are an engineer and have lived in that country. 
You have been on the ground and you have seen it. All I know, as 
Isay, I know secondhand. 

Senator Martone. I would say about fifth-hand. 

Mr. Karastx. I grant the hearsay nature of this testimony. But 
the question I wanted to ask you is this: If the other House would have 
trouble in appropriating money for stockpiling, would it not have 
trouble in appropriating money that is needed to make S. 3829 work? 

Senator Martone. I think that is what is the matter with the bill. 
I don’t think it will work at all. But I am for it, as I told the Secre- 
tary of the Interior, as an interim measure until the Congress can 
Rake up its mind on the division of the markets all over the world, 
which apparently you are for. 

He is the first man, apparently, who has broken through the sound 
barrier at the White House and who has gotten them to admit that 

ou may have to have a fixed tariff, a duty, as the Constitution calls 
it, which makes up the difference between the effective wage rates and 
the cost of doing business here and the chief competing country on 
each product. 

ast told him, and he is a fine friend of mine, and I am of his, of 
long standing, and certainly he knows something about what we are 
trying to do, I am going with him because I think he has gone as far 
as the White House will let him. As long as they have admitted that 
you have to have that market, either guaranteeing a price, or a tariff 
or a duty, then all that remains for Congress to do is to decide who 
is going to establish that margin and on what principle. Would you 
agree ? 

Mr. Karastxk. If you start out with that, of course. 

Senator Martone. That is where we are. We are out of business 
now. So we are starting from scratch again. I will say to you again 
that there are more known deposits of all strategic minerals and mate- 
rials today than there was when Ickes started to save them, when 
he took the Secretary of the Interior job in 1934 or whenever it was. 

Mr. Ickes died, unfortunately, believing, I think sincerely, 
that we had no strategic materials in this country. It is an unfor- 
tunate thing. No one could tell him anything because he was doing 
his reading partly as you are. He was neither an engineer or anything 
else, as far as I ever found, but he was very autocratic, that you must 
save what you can see in this country, and buy from foreign nations. 

Harry Dexter White went him one further. You will find, if you 
care to acquire a document, Senate Report No. 1627, of the 83d Con- 
gress—it is free, or it might cost you a dollar at the Government Print- 
ing Office—a letter in there by Harry Dexter White, at page B-370, I 
think. We dug it out of Princeton University, which is a great uni- 
versity, and which has a good library. The president of the university 
cooperated with me. That is where Harry Dexter White’s papers are. 
There we found a letter recommending that we give Russia $5 billion 
to produce these materials that we are about to run out of, and he 
named them. You will find them named, a few of them, every one of 
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which he was so wrong on. There were more deposits the next day 
than we had the day we made the table, and more now than ever, even 
though we have had no principal to operate on since 1934. 

He sent that to the Secretary of Treasury Morgenthau who took 
that letter and copied it word for word and sent it to President 
Truman. 

Only he made it 10 million instead of 5 that we should give Russia, 
And became entirely dependent on Russia. That is what we would 
have done. For the materials without which you could not fight a 
war or live in peace. 

Then on the strength of that letter apparently—it happened right 
after that—Truman stopped the Buy-American clause. 

Now, this kind of material you are testifying to. 

Now up until 1934 we had a policy, a principle, laid down by Con- 
— And what it was—and if you want to inquire from the Tariff 

ommission and my office, I will furnish you copies of the letter. 

Mr. Karastx. Yes; I would. 

Senator Martone. Section 336 of the 1930 Tariff Act puts the—or 
better defines the duties of the Tariff Commission. It is an agent of 
Congress. It tells them in so many words to determine a cost of pro- 
duction in this country, we will say of fluorspar—not the high cost or 
low cost, but the reasonable cost—and the cost of producing that 
fluorspar or a like product, and there is no like product, in a chief com- 
peting nation—not the high cost or low cost—which means that Ameri- 
cans can compete with Americans for American markets. 

If you need any foreign production, it comes in somewhere around 
that standard of living price used in America. | 

If you did by chance furnish the entire American market and had 
more, or furnished more, then the least efficient would go out of busi- 
ness just as they did for 150 years. That is the way we built the § 
American system. 

Now, would you have any suggestion that is flexible in section 336, | 
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the next day, or the next month or the next year, or the next 5 years, 
you can bring it up again in your application. You are representing 
consumers; application or request of the President or a congressional 
committee and reassess that difference and continually make that the 
tariff or duty as the Constitution says in article 1, section 8, where 
it charges Congress with the duty of regulating foreign trade. Did 
you know that ? 

Mr. KarastK. Yes, sir. 

Senator Martone. Well, it is very specific, isn’t it ? 

Mr. Karastx. Quite clear. 

Senator Matone. In section 2 it charges the President with fixing 
foreign policy ; doesn’t it ? 

Mr. Ronen. Yes, sir. 

Senator Matonz. That is specific. 

Mr. Karastk. Yes, sir. 

Senator Matonz. Wouldn’t it be just as reasonable for Congress to 
pass an act to transfer the constitutional responsibility of the Presi- 
dent to fix foreign policy to the legislative branch as to transfer the 
regulation of foreign trade and the adjustment duties, and excises 
we call tariffs to the executive branch ? 

Mr. Karastx. I don’t think they could, sir. 
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Senator Martone. They have. They did it in 1934. And today 
they are voting as to whether to continue it for 5 years or not in the 
House ; did you know that ? 

Mr. Karastx. Yes, sir; I have been reading about it. 

Senator Martone. But you didn’t know that is what it was; that 


they had transferred the constitutional responsibility of regulating 


foreign trade, which means regulating the national economy, from 
the legislative branch as fixed by the Constitution of the United 
States, article I, section 8, to the President in 1934? You didn’t 
know that. 

Mr. Karasrx. No, sir. 

I think that one of the problems which both the legislative and 
executive branches of our Corvetinnadin have to cope with is precisely 
this—the interaction of foreign trade and foreign policy. You are 
absolutely correct, sir, of course, in defining the congressional respon- 
sibilities of the executive and of the legislative branches of this 
Government. 

What we seem to have run into in the last couple of decades is the 
simple and obvious fact that one set of principles is running into— 
I won’t say colliding with it—another set. And that is the simple 
fact that our foreign trade and our foreign policy have, really, 
become a team. 

I mean that in the case of two horses hitched to a wagon. You 
can’t—and the problem, it seems, that the legislative and the execu- 
tive have to work out is to get those two horses running at the same 
pace and geeing and hawing at the same time. 

Senator Matonr. Would you be interested in knowing they have 
just dropped the horse? Congress has nothing to do with the regula- 
tion of Seiien in imposing duties and excises, unless they specifically 
take it up—the Secretary of State’s testimony before the Senate 
Finance Committee, of which I am a member, under my questioning, 
said specifically that the President of the United States, meaning, of 
course, the Secretary of State, could trade any industry or any 

art of an industry in this Nation to a foreign nation if they thought 
it would further their foreign policy. Did you know that? 

Mr. Karastx. No, sir; I did not know that. Maybe you ought to 
widen your study. 

Senator Martone. Now, then, did you know, in addition, that, in 
1947, still under the 1934 Trade Agreements Act, transferred the re- 
sponsibility of Congres to regulate foreign trade to the President? 
It was passed for 3 years in an emergency, and it has been extended 
10 times. It is up in the House today for an extension of 5 years. 

Did you know that, under that act, they formed the General Agree- 
ment on Tariffs and Trade? The President at that time was Mr. 
Truman. And they located it in Geneva, Switzerland, where, at the 
moment, 36 foreign competitive nations are busily engaged in dividing 
the remainder of the markets of the United States among them. Did 
you know that ? 

Mr. Karastx. No, sir. i 

Senator Martone. The State Department is a member there. We 
are a member, making 37 members with 1 vote each. And the State 
Department favors all this business. So, it makes 37 nations agreed. 
Under these multilateral trade agreements, they continue to lower 
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our tariffs in accordance with congressional action, the limits set, with 
multilateral trade agreements that they themselves do not have to 
respect, according to the rules of GATT, as long as they can show 
they are short of a dollar balance. Did you know that? 

Mr. Karasrx. No, sir. 

Senator Matong. And they can, probably, show that until our com- 
plete supply of wealth and markets is evenly divided among the 37 
nations. Don’t you suppose they could ? 

Mr. Karastk. [f it isset up that way, it looks that way. 

Senator Martone. I might recommend some things, of course, to 
study for you. You area great reader. 

Mr. Karastx. I am, sir, and I will take advantage of that. 

Senator Maronz. I will appreciate it. 

Mr. Karastx. I will appreciate it. 

Senator Martone. I think you are a very honest witness. You re- 
mind me, however, in the mining business, of the fellow who went to 
college to study law. Came home in about a year. Somebody said, 
“How did you get along?” He said, “I got along pretty good.” He 
said, “Why did you quit?” He said, “I didn’t like it. I am sorry I 
learned it.” 

Somebody said a long time ago that a little knowledge is a dangerous 
thing. And Iam coming to believe it here. Because no one seems to 
have the complete story of what is happening to the United States of 
America. And I want to ask you a direct question. 

With all these things in mind, you can take it for granted that the 
basis of this question 1s that all the fluorspar has not been diver 
if the production becomes profitable again, any more than tungsten. 
know Mr. Ickes taught the country we had no tungsten in the United 
States. Twenty years of this business—I have been 12 years—it took 
me 5 or 6 years to break through that curtain. And we got the 
Malone-Aspinall bill through to fix the price on tungsten and six 
other metals that we judged, in this committee, would make the differ- 
ences in the wage standard of living and taxes and the cost of doing 
business here and in chief competing nations. 

In 2 years we were producing twice as much tungsten as we could 
use in thiscountry. They might be doing this in fluorspar. 

There, that policy is more important than ever. Because a going 
concern, mining industry, in this Nation, or in the Western Hemi- 
sphere, is more important than a stockpile. I make that a flat state- 
ment. And you study it. 

Now, I am going to ask you: Having these things in mind, would 
you object or monk your clients object to not a high duty or tariff 
not a low duty or tariff, but a continually adjusted tariff that only 
made the differences in wages? The cost of doing business here and in 
the competing nations, on fluorspar, which would continue a profitable 
mining industry ? 

I venture to say in 10 years there would be 10 times the fluorspar in 
sight that there is now. And, still, all would be available anywhere 
in the world when it was needed on that level. 

Mr. Karastx. I will talk to my clients today about it. 

I would like to make a tentative appointment. with you, sir, to dis- 
cuss it further, if you would give me that privilege. 
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Senator Matong. I am available at any time. And the chairman of 
this committee is available at any time, I am sure. It is the helpless- 
ness you feel when a man such as you, representing important com- 
panies making a living for their help, and confessing complete igno- 
rance of how anything is done, connected with the people he repre- 
gents: Now, we had a fellow by the name of Paley, who made a great 
report under President Truman. Under my direct questioning after 
we had him and his people before us for some time, he turned out 10 
yolumes, I think. It must have cost a million dollars. 

If this committee had any such money as that, I don’t know what we 
would do with it. I do know, too. There would be some fine reports 
coming out of this committee that are not coming for lack of money. 

He simply said, as you have said, that we should continue what they 
have called reciprocal trade, because those two words didn’t occur in 
the original act. They don’t occur in the act, as amended. And my 
phrase to sell it to the American people, selling it to the American 
people that we did not have these materials. And under my direct 

uestioning—and I can give you the volume where you can buy it from 
the Government—10 volumes of testimony—and this is one of them— 
he admitted he didn’t know anything at all about minerals or mining. 

Now, there was no other thing he could say; because I am question- 
ing you just like I questioned him. And I was very friendly to him 
as Tam to you. But Paley’s kind of people do more harm, people 
who know nothing about the business, testifying positively. People 
whose business is not in that field and having considerable prestige 
as these companies do and as Mr. Paley did as a broadcaster—that 
was his report—still is, I guess—it fooled a lot of people—if they 
don’t happen to be somebody right at the moment that understand at 
least the principles on which a mine is operated and on which mining 
is founded. 

Mr. Karastx. Senator, let me say this. It certainly wasn’t my 
intention, and it certainly wasn’t the intention of my clients to come 
up here and try to fool anybody. 

I acknowledge to you that I am not a mining expert. I have said 
that several times during the course of the morning. I believe in the 
honor and truthfulness of my clients. I have spoken to every one of 
them at great length. Some of them—and I have told you the name 
of one of them—some of them I know a good deal about their back- 
ground. And I regard them as experienced and truthful people. I 
do not think that they would fool me or that they would want to fool 
me. 

I came up here today as their spokesman. I did not pretend and 
I do not pretend to be an expert in the mining or geology or eco- 

-nomics of this industry. I was sent here to represent a point of 
view. I have tried to do that, on the basic of honest digging for 
facts myself, and in the belief, the honest belief, that my clients have 
told me nothing but the truth, based on their experience. It is the 
best I can do, sir. 

Senator Martone. I appreciate what you are saying, and I think 
they didn’t quite tell you the whole story. And that is that what 
they want to do is to profitably import fluorspar. 

Mr. Karastx. I am sure that is right. 
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Senator Matons. In other words, under policy now followed by 
the United States Government which is an entirely new policy insti- 
tuted in 1934, after 150 years of this regulation of the duty, or tariff 
as we have come to call it, by Congress first, and then they created 
the Tariff Commission as experts to do the job for them. It doesn’t 
come back to the committee to do the job automatically. They can 
only take it up if they want to. What everybody in the United 
ane wants is a tariff on what he sells and free trade on what he 
uys. 

Now, let’s face the issue, and the people, most of them, I think, east 
of the Hudson River and the Potomac, are the people who are brokers 
in a sort of a brokerage business of importing materials or goods, 
And they make their living doing it. And more power to them. As 
long as they can prevail we have a majority system in our Govern- 
ment; when they vote over there today you will know exactly what 
is going to happen to this free trade. When they vote in the Senate 
in a month, we will know what is going to happen over here. If 
you watch the debates you may get an inkling of what is going on 

There is a conflict or clash between the eastern brokers and manu- 
facturers to have a tariff on manufactured goods and free trade on 
everything else. And the country was not founded on any such policy. 
It was founded on a policy that regardless of where you are located— 
you are a young man, and you might want to locate in Chicago or 
Nevada, or my grandchildren or your grandchildren might want to; 
and if they found a place where they could compete with all other 
Americans in their judgment on a commercial product and they could 
get backing—and many do without money of their own—then he is 
in business. ‘Then if his judgment proves correct, he stays in business 
and makes some money. If it proves wrong, if some American can out- 
produce him and produce cheaper and better goods, then he is out 
of business. That is the way we built the country. The same with 
engineers and attorneys. Are you an attorney ? 

Mr. Karastx. Yes. 

Senator Martone. Well, then, you are competing for business just 
like I did in the engineering business. If there are too many engineers 
and attorneys sometimes they do not get along too well. We don’t 
kick about it, because that is part of the American game. 

But in 1934 we reversed the process, so that now you cannot put 
private money in any business in the United States outside of a public 
utility or something comparable, which is not a competitive business. 
It is simply a protected monopoly, a regulated monopoly. Eight and 
a half years I was on the regulatory commission in Nevada. But now 
you have to know you can compete with Mexico; you can compete with 
Siam; you can compete with any nation in the world, with their wage 
standards and your wage standards, which of course, on the face of 
it you cannot do. And there never was a better witness before this 
committee than you when you said—and I know this—I have been 
in every nation in the world purposely to see the industry and how the 
run it—that every improvement in technique and know-how is avail- 
able any place in the world almost instantaneously, unless there is a 
revolution, to American producers, to English producers, to every 
other producer. You know that and I know it; isn’t that true? 
Mr. Karastx. Yes. 

Senator Martone. That is true; isn’t it? 
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Mr. Karastx. Yes. Sometimes they do not take advantage of it. 
Senator Matonr. Well, they do if they stay in business. And, of 
course, they do stay in business. oa 

Did you know there has been $50 billion of American capital in- 
vested in these low-cost labor countries for that rae purpose— 
to take advantage of the import situation here and the free trade? 

Mr. Karastk. No, sir; but it isa staggering figure. 

Senator Matonr. Something else you can learn by reading. 

Mr. Karastx. Something else I can learn by being a witness in a 
congressional hearing. oe 

Senator Matonr. Did you know we had given them 70 billions—a 
little more now, when we add this 3 billion we appropriated last week, 
not with my vote, however—to build additional plants in Europe and 
Asia and anyplace else. The Secretary of State is directing it; it is 
under his supervision, to use this cheap labor to bring the stuff back. 
Did you know we had done that ¢ 

Mr. Karastx. No, sir. 

Senator Martone. Well, then, I don’t think we need to go any 
further, Mr. Chairman. 

I think this witness has been a fine witness. I think he knows 
exactly—I think he is doing exactly what the other representatives 
representing importers have done. And I want you to know I am for 
free trade on the basis I just explained to you; that that tariff or duty 
never represents more than the difference between the effective labor 
cost, taxes, cost o fdoing business, and so forth, in the chief competing 
countries on each product. 

Mr. Karastk. | would like to talk to you more about that, Senator 
Malone. And since you have invited me—I think you have 

Senator Martone. I have. 

Mr. Karasix (continuing). To talk to you, I am going to take ad- 
vantage of it. 

Senator Martone. Mr. Chairman. That is all I have. I think the 
witness has made a very valuable witness to this committee. 

The Cuarrman. Yes; I wish to commend the witness for his pa- 
tience and his efforts to explain his position. I am certainly satisfied 
that he is a very honest witness, and desires only giving the committee 
the benefit of his knowledge and facts in connection with this problem. 

Mr. Karastx. Thank you, sir. 

The Cuarrman. And I am glad that you are going to contact the 
able Senator from Nevada who is so well informed on these matters, 
as I am sure he can be of some help to you in straightening you out on 
the issues. 

Senator Martone. I hope you don’t overlook the chairman. He has 
been here longer than I. 

Mr. Karasix. I would like to express my personal gratitude wholly 
apart from my representation of clients for this experience this 
morning. I have advanced a little further on the process of learning, 
which is always a very valuable thing. And I am very, very grateful 
to you, sir, and to the Senator from Nevada for providing me with 
that experience this morning. Thank you ever so much. 

Mr. Repwine. Mr. Chairman, in connection with the reserves of 
fluorspar, may I call attention to the fact that the current issue of the 
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Minerals Yearbook put out by the Department of the Interior shows 
on page 478 the following language: 

The potentialities of fluorine resources and phosphate rock were reviewed, 
The authors estimated that known domestic phosphate reserves contained over 
470 million short tons of fluorine. 

Senator Martone. You see, your reading has just started. 

The Cuarrman. That concludes the testimony of this witness, 

The next witness will be Charles E. Schwab, chairman of the emer. 
gency lead-zinc committee and Miles P. Romney, manager, Utah Min- 
ing Association, Salt Lake City, Utah. 

Do I understand that you are appearing with Mr. Romney, and you 
will both be testifying in response to the questions and reverting back 
and forth to the man who has the knowledge on the particular point? 

Mr. Scuwas. With your permission, Mr. Chairman, we would a 
preciate it if we could do that. We think that this procedure will help 
you in expediting your hearings. 

The CuHarrman. Thank you. 

Mr. Scuwas. We are aware there will be questions, and if possible 
we will appreciate it if Mr. Romney could give his direct statement 
and I will follow him immediately thereafter. And this will enable 
us to get the whole story before your committee. 

The Cuarrman. Mr. Romney, youwill make your statement at this 
time. 

Mr. Romney. Thank you, Mr. Chairman. 

I have a prepared statement and copies have been furnisheed to the 
committee. I will read the statement. 

The Cuarrman. All right. 


STATEMENT OF MILES P. ROMNEY, MANAGER, UTAH MINING 
ASSOCIATION, SALT LAKE CITY, UTAH—Resumed 


Mr. Romney. I am Miles P. Romney, manager of the Utah Mining 
Association, Salt Lake City, Utah. 

Yost of mining and tonnage of lead and zinc metal which might be 
expected to be produced from domestic mines are basically related to 
discussion of S. 3892. My statement relates principally to those two 
subjects. The discussion is based on the operational statistics and the 
conditions under which lead-zinc mining is being conducted. 

The domestic minerals stabilization plan was proposed subsequent 
to the April 1958 tariffs and quota recommendations of the Tariff 
Commission. The objectives of those recommendations and of the 
stabilization plan are similar in that they were designed 

1. To assure a reasonable share of the domestic market for 
domestic mines at prices reasonably consistent with costs of pro- 
duction in our domestic economy ; 

2. To provide general economic conditions for production and 
marketing of domestically produced lead and zine which will give 
incentive for the risk expenditures necessary to the long-range 
continuity of the industry. 

The basic differences are that Tariff Commission recommendations 
consistently follow existing law—the escape clause of the Trade 
Agreements Act—whereas the stabilization plan seeks to establish new 
law based on taxpayer-supported, and Bureau-administered subsidy; 
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and whereas the Commission recommendations would provide vitally 
needed control of excessive imports, the stabilization yo gives no 
consideration to this economic factor which the Tariff Commission 
recognized as being basically responsible for the conditions creating 
the need for relief of the industry. 

The Commission’s recommendations for maximum tariffs and quotas 
would provide an adequate base for restoring the industry to a sound 
operating status; whereas the proposed stabilization plan is of un- 
known life, probably short range, which does not treat the basic 
problem of excessive imports. 

Cost of mining: The cost of mining varies with the scope of the 
operation being conducted. The scope of operation may consist of— 

1. Only the mining and marketing ore; 

2. The mining and marketing ore and doing development 
work to replace the ore being currently mined from the known 
reserves; Or, 

3. The mining and marketing ore, doing current development 
work and, in addition thereto, carrying on exploration and long- 
range development work, to replace the ore body currently being 
mined and developed. 

The cost per ton of ore mined, naturally, decreases as the scope 
of the operation decreases. Fewer men, and less supplies and power 
are needed. 

Mining without current development work as, under (1) above, is a 
salvaging operation. Such operations might even be restricted to 
high grading of the better grade and more readily accessible ore. 

Only (3) above represents the full cycle type of mining operation 
necessary to perpetuate the industry. 

Since 1948, with the exception of about 18 months during the 
Korean war, domestic lead-zinc mines have been under severe economic 
pressure of depressed prices and rising costs. Under such pressure 
mines have been forced to progressively reduce their scope of opera- 
tions. Many have reached and passed through the salvaging stage. 

The stabilization plan prices of 14.75 cents for lead and 12.75 cents 
for zinc are estimated by the Interior Department to permit con- 
tinuity of a healthy domestic mining industry capable of annually 
producing, on a sustained basis, 350,000 tons of lead and 550,000 tons 
of zinc. Those price levels are much too low to permit the full 
cycle type of mining necessary to obtain those annual production objec- 
tives on a sustained basis. It is doubtful that the proposed stabiliza- 
tion price levels would maintain operations as inline in (2) above; 
that is, mining and marketing of ore and doing development work 
to replace ore being currently mined from the known reserves. 

Prices: The Tariff Commission report of April 1954 in table L.Z-5 
page 228 shows a ratio of net operating profit to net sales of 5.3 
percent before income taxes for a major portion of the Nation’s lead- 
zinc mines in the first half of 1953. The combined lead-zinc price 
_ cents for that period (13.324 cents lead and 11.35 cents 
zinc). 

_ In my statement to the Tariff Commission, November 19, 1957, 
increases in the base cost factors of wage rates, blasting powder, 
steel, and timber were shown to have increased mining costs by 20 
percent from 1953 to November 1, 1957. The same statement dem- 
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onstrated an increase of 14.5 percent in the cost to the mines for 
treatment, transportation and marketing of ore over the same period, 

The combined adverse economic impact of 34.5 percent—rising costs 
and depressed prices—applied against price for the first half of 1953, 
shows that a combined price of 33.2 cents would be necessary in order 
to restore the ratio of net operating profit to net sales in 1957 to the 
1953 level. In view of the Commission’s 1954 recommendations for 
duty increases for relief of the industry, it is apparent that the 53 
percent profit before taxes was considered as inadequate by the Com- 
mission at that time. 

In May 1958, reports furnished the Utah State Tax Commission, 
by all Utah lead-zine mine operators—I would like to add there these 
reports are reported in detail and are subject to audit dealing with 
the net smelter return and with the costs of mining—for tax deter- 
mination purposes, were studied for the period 1948 to 1957 inclusive, 
The full report is contained in exhibit 1. The study showed that— 

Mr. Chairman, I have that full report attached here as exhibit 1, 
under the title of “Cost of Mining.” 

I would appreciate that being made a portion of the record. 

The Cuatrman. That will be made a part of the record. 

(The report, exhibit 1, follows:) 





ExHisiT I 
Cost or MINING? 


The question, what is the cost of mining? Is of increasing importance to 
the public, as basic cost factors increase and as more metals and minerals be- 
come seriously involved in international trade. The mining engineer, when 
faced with that question, makes his reply or report on the basis of— 

A. Cost of actual mining—the extraction of the ore—with full considera- 
tion of treatment, transportation, and marketing costs to determine the 
gross profits realizable from actual production and sale of ore. 

B. Gross profits are then calculated against (a) cost of property, (0) de- 
preciation of plant and equipment, (c) cost of property either by purchase 
or by risk expenditures made in discovering and developing the ore, (d) 
estimated cost of exploration for new ore bodies, (e) taxes on profits, and 
(f) returns to investors. 

After making such a cost analysis on a property being considered for opera- 
tion the decision to proceed rests largely on the end result; i. e., adequacy of 
return to the investors. Decisions based on such a cost analysis are relatively 
simple in the case of properties under consideration for mining. Future mar- 
kets and prices are the principal intangible factors. However, cost has a con- 
stantly changing relationship to profits once the investment is made and the 
operation is started. Decisions as to continued operations under adverse mar- 
keting situations which may develop, become infinitely more complex because of 
the fact that investments made in discovery, original development, property 
purchase, plant and equipment are recoverable only through continuity of min- 
ing. Thus, the actual cost of mining and marketing the ore becomes the basic 
factor and mining will usually be continued even when returns from sale of ore 
cover only that cost. 

The basic considerations of cost are the same for all mining properties 
whether it be lead, zinc, copper, uranium, gilsonite, iron, coal or nonmetallics. 
However, the hazard invoved in and the weighting of the various factors of cost 
vary greatly with different classes of minerals and with types of ore deposits. 

Any study of cost of mining should, therefore, define the scope of operation 
on which that cost is calculated. In order that such cost determination be 
meaningful it is necessary to define whether that cost covers— 

1. An operation involving only the extraction and marketing of ore, 

2. Extraction of ore and performance of development work to prepare 
ore reserves for mining to replace those currently being mined from the 
deposit, or 
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3. Extraction of ore and performance of related development work and 
in addition thereto the performance of exploration and development work 
to replace the ore body currently being mined and developed. 

The cost per ton of ore mined or per pound of metal produced naturally de- 
ceases as the scope of the operations is restricted. Operations under 1 above 
would normally show the lower costs. Under 2 costs would be higher, and 
under 3 higher still. 

Operations under 1 and 2, particularly in underground mines where reserves 
are normally developed only a year or so ahead of mining, are liquidating types 
of operations. With no long-range work aimed at replacement, mining opera- 
tions cease with exhaustion of known reserves. 

Mining without current development as under 1, could properly be termed 
a salvaging operation, and may even involve “high grading” of the better and 
more readily accessible ore. Only under 3 above would costs cover the full 
cycle type of operation, vitally necessary to perpetuate a mining industry. 

As the problem of continuity of lead and zinc mining in Utah is of particular 
immediate importance, situations and conditions in that phase of mining are 
used in the following discussion. However, the principles affecting cost and 
continuity of operation are broadly applicable to the entire mining industry. 

The trend in underground mining in Utah and other domestic mining areas, 
under the generally adverse economics of the past decade, has been to reduce 
the scope of operations. This is illustrated by a news item in the May 18 issue 
of the Salt Lake Tribune: 

“United Park City Mines Co. reports a net loss of $73,105 for the first quarter 
of 1958. 

“This compares with a net loss of $43,786 for the first 3 months of last year, 
according to S. K. Droubay, general manager. 

“He said that the Park City, Utah, district lead-zine producer had ‘further 
curtailed development work’ because of lowering lead-zinc prices. 

“This was done in ‘order to hold operating losses below the cost of closing 
down the mine.’ ” 

In the first quarter of 1957 the United Park City mine produced 22,236 tons of 
ore. Combined lead-zine price was 29% cents. The loss of $45,756 on operations 
represents $1.97 per ton of ore. In the 1958 first quarter, production of ore was 
24,630 tons and the combined lead-zine price 23 cents. The oss on operations 
of $73,105 represented $2.96 per ton. This is a classic illustration of reduc- 
tion of scope of operations as is reflected in the almost parallel per ton losses, 
even with a 644-cent price change between the comparative periods. 

Mines when forced to close through adverse economics of price and cost, usu- 
ally have progressively eliminated long-range, perpetuating types of operations 
and finally reached a salvage stage before closing. The mines now operating 
are largely in stage 2, with greatly reduced activity in 3, the long-range, high- 
risk, exploratory phase of mining, necessary to perpetuation of the industry. 
The situation prevails for the simple reason that returns from ore sold have been 
insufficient to pay for such work and conditions governing future marketing 
have been too uncertain to attract venture investments. 

The returns made by operating lead-zinc mining companies to the Utah State 
Tax Commission of Utah furnish the basis for an accurate and interesting analy- 
sis of the average financial status of those operations. Such returns are fur- 
nished to the State tax commission each year by the mine operators, for the 
purpose of determining the assessed valuation of metal mining property. 

The data on Utah lead-zinec mining operations as to “net smelter returns,” 
“cost deductions,” ete., present a composite of all such data from all properties 
reporting to the State. All producing metal mines are required to make such a 
report. The data cover the period 1948-57, inclusive. 

In the reporting of cost deductions to the State no special provision is made 
for depreciation or depletion. Capital expenditures on equipment, buildings, 
ete., and the cost of exploration and long range development work are reported 
currently, rather than deferring those costs for amortization as in income-tax 
accounting. With actual cost expenditures currently chargeable to income, the 
average cost and income over a 10-year period presents an equitable base for 
comparison of those factors. 

The data taken from the records furnished to the State tax commission for the 
years 1948 to 1957 inclusive, are shown on the attached tables 1 and 2. Some 
rather obvious situations are illustrated regarding costs of mining lead-zine 

ore in Utah and regarding the scope of present Utah mining operations. 
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NUMBER OF OPERATIONS REPORTING 


In 1948 35 lead-zine operations were reported to the State tax commission by 
30 operators. Mine production was reported at 859,582 tons of ore. 

In 1957 10 lead-zine operations were reported by 8 operators. Six hundred and 
fifty-five thousand six hundred ninety-nine tons of ore were reported—762 
percent of the 1948 tonnage. 


GRADE OF ORE AND PRICE OF METALS 


The 1948 to 1952 period generally preceded the flood of excessive imports 
which served to drastically reduce prices of lead and zinc. The combined price 
of lead and zine during this period averaged 30.897 cents. From 1953 to 1957, 
the combined price averaged 26.402 cents. 

The lead-zinc ore mined in Utah yielded an average of 215 pounds of lead and 
zine per ton during the 1948 to 1952 period, with prices averaging 30.897 cents, 
but increased to 247 pounds per ton in the 1953 to 1957 period, with prices averag- 
ing 26.402 cents. A peak of 269.4 pounds was reached in 1955 and a 255 pound 
per ton level maintained in 1956 and 1957. 

In 1951 at the peak combined price of 35.5 cents the mines produced ore averag- 
ing 188.8 pounds of recoverable lead and zinc per ton of ore, but as prices dropped 
grade of ore increased to the peak of 269.4 pounds in 1954. Reduced prices 
forced elimination of lower grade ore and concentration on such ore as was 
economic at the reduced price, 

The obvious conclusion is that the mines which were able to do so were forced 
to “high grade.” This simply meant waste of ore that would be recoverable under 
normal price and cost economics. It also illustrates the fact that the mines 
attempt to “tailor” their costs to the prevailing price. Methods used are, mining 
higher grade ore, eliminating long range projects and reducing working force 
to essential current production workers. 

The increase in grade of ore mined has been responsible for the rather even 
level of total lead-zinc metal production over the entire period, 1948-57. 


SCOPE OF OPERATIONS 


Operation of lead-zinc mines in Utah has trended strongly away from a full 
cycle, perpetuating scope in which exploration and long range development work 
is carried on in normal relationship with the actual mining of known ore reserves. 
That trend is illustrated by the following data; i. e., reduction of working 
force by elimination of the longer range phases of mining; concentration on 
mining of the higher grade ore reserves—a process of hastening the exhaustion 
of known ore reserves and the end of mining: 

















1948-52 Per man em- 1953-57 Per man em- 
ployed (tons) ployed (tons) 
Average number of men employed in Utah | | 
lead-zine mines and mills__.............------ DE Vi dndanecse Pea | 
Average annual tonnage of lead-zine metal re- | 
“> open eon UREA ral 85, 107 | 40.7 84, 029 50.5 
Average pounds of lead and zinc recovered per | 
ton of ore mined____-- ime esi 8 ates nee DIED Conwnacceucas -| O00.0 1... ccnnseane 
Average tons of ore mined___........-.._...--.-- 791, 220 | 378 | 680, 660 427.5 





The fact that tons of ore and tons of metal produced per man employed, mate- 
rially increased in the 1953-57 period over 1948-52, does not mean that individual 
workers increased production. The increase is principally due to reduction of 
working force by elimination of work not directly related to current production. 
The exploration-development crew is dropped. Unit costs go down, for return 
from production carries only the costs of direct. production. 

The level of employment, the increased output per man employed, illustrate that 
the scope of mining has been materially decreased in Utah lead-zine mining over 
the past 5 years. “Cost deductions” (table 2) went down to $14.80 per ton in 
1954, a $3.21-per-ton decrease over 1948. Wages and supply costs increased dur- 
ing that period, so the actual cost cut made through curtailment of working force 
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and elimination of exploratory and other nonproductive work, was actually 
greater than the compartive figures indicate. 

Reduction of working force below that needed for a full cycle, perpetuating 
type of operation simply means shorter life for that portion of mining which has 


survived. 
COST OF MINING 


As cited above, operators attempt to tailor costs to the economics of the price 
within the limits of ore grades available for mining and the nonproductive work 
which may be eliminated. 

One cost which does not show on the cost figures on table 2, is that of marketing 
ore. Treatment charges and transportation costs, which are all paid by the miner 
through deductions made in determining net smelter returns, have increased sub- 
stantially over the past few years. Thus net smelter return on ore sold has 
decreased as those costs have progressively increased, for those costs are fully 


*: ts, deducted to determine the net smelter return. This decrease in net smelter return 
ca has accentuated the pressure for curtailment of nonproductive work and of more 
selective mining. 
ra The combined price of lead-zine in 1957 was 26,057 cents. The margin per pound 
nal of lead and zine of adjusted cost deductions, as shown on table 2, was a loss of 
: 0.03 cent. Thus to break even on present reduced scope of operations, the price 
ae would have to be about 26.087 cents per pound. Operations were, however, on a 
liquidating basis ; i. e., mining of reserves with practically no work or expenditures 
ed in exploration and long-range development and, obviously, no profits. 26.087 cents 
ler per pound is equivalent then to the $16.200 per ton net smelter return, plus the 
os loss of $0.075 per ton or $16.275. This cost would then represent the break-even 
. point for mining in 1957. 
- Addition of 15 percent of the net smelter return to the break-even cost is justified 


as an amount necessary to permit the industry to do the long-range exploratory 
work vitally needed to perpetuate itself. (Present law sets a standard of 23.5 
percent depletion for lead and zinc.) 

Addition of 10 percent of net smelter returns as profit is also justified, for this 
would return a very conservative 4.8 percent to the investors. 


15 percent of $16.275 net smelter returns for depletion___.__.___---- $2. 44 
10 percent of 16.275 net smelter return for profit-___._.__._._----~- 1. 63 





Total addition for depletion and profit_____-____._---------- 


If 26.085 cents combined price for lead and zine returns provides a break-even 
return of $16.28, then $20.35 net smelter return, calculated to cover depletion and 
a conservative profit, would require 32.61 cents combined price of lead and zine. 

Approaching the problem of present price needs through a study of operating 
cost increases over the past 5 years, as reported on pages 3, 4, and 5 of my state- 
ment to the United States Tariff Commission, November 19, 1957, the conclusion 
was reached that 33.19 cents combined price of lead and zine would restore the 
5.3 percent profit position of domestic lead-zinc mines in the first half of 1953. 
The price is very close to the 32.61 cents price determined on the basis of reports 
of operators to the State tax commission. 

It is pertinent to note that only 1,204 tons of ore from small operators were 
included in the 1957 operators’ reports to the tax commission. The balance of 
654,495 tons was produced by 5 operators from 8 operations. At present 1 oper- 
ator has closed 2 operations which produced a total of 31,716 tons in 1957. Two 
operators producing 79,541 tons in 1957 have turned their operations over to 
lessees. This leaves two operators continuing to operate one company account. 
These facts furnish eloquent evidence that mines continue to close and operations 
in surviving mines continue to reduce the scope of their operations in the struggle 
to meet the long-continuing, adverse cost-price situation. 

Under present conditions of uncontrolled and high volume imports, depressed 
prices and cost inflation, it is just a matter of time until existing operations will 
be liquidated through exhaustion of ore reserves of a grade which permit the 
present-loss or near-break-even survival scope of the remaining operations. 

To summarize, the above discussion illustrates the operating problems of all 
mining under adverse cost-price situations. The cited case is specific, but the 
problems generated and the resultant terminal effects of adverse cost-price rela- 
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tionships would be the same for any type of mining operation regardless of the 
underlying causes of that problem. 




















TABLE 1 
| | | | 
Combined | Pounds of 
| Tons of | Total net | Total of | price of | lead and 
Tons of lead and smelter cost lead and zine 
Year ore mined !| zinc metal | returns to | deductions zinc, | recovered 
| recovered 2 mines 3 permitted | E&Md | per tonof 
| by law 4 yearly | ore 
} averages 
| i. | | 
| haat : Boy eet oH i 
| | | Cents 
Bh cokacu ine cdi apienn canckabainy 859, 582 | 97, 440 |$19, 354, 689 |$15, 659,176 | 31. 632 226, 4 
eth stin oes tenaabibehindtynlienntquetssod 827, 650 | 93,742 | 14,487,197 | 14, 006, 441 | 27. 508 226.2 
Dt ctehonauhs caetdd ; ~sona| 692, 167 | 76, 431 | 10, 889,949 | 10, 852, 338 | 27. 162 | 220, 4 
FST SPURS eas ae ee» | 793, 220 | 74, 768 | 17,009,850 | 13, 976, 746 | 35. 500 | 188.8 
MAE ST ee Seen ws | 783, 480 | 83, 157 | 15, 524,053 | 13, 285, 620 32, 682 | 212.2 
Re Chea u tines hcins oko aad 654, 471 | 70,896 | 9,672,909 | 10, 321, 292 24. 344 | 216.4 
a i hie ws | 673, 249 | 79, 003 | 11,213,250 | 9, 959, 292 | 24. 735 | 234.6 
BE Skt dh bbc obiccn chico ns - | 698, 861 | 94,008 | 13, 847,127 | 11, 199, 819 | 27. 367 269. 4 
a dl aw baleen | 721, 030 91, 929 | 13, 764,765 | 11, 662, 823 29, 507 254.6 
seit so dali inact wont oc con 655, 699 | 84, 400 10, 627, 756 | | 10, 168, 6 59 | 26. 057 | 255. 2 
Average, 1948-57, inclusive..| 735, 940 | 84, 568 | | 13, 639, 15 4 | 12, 199, 221 28. 65 | 229.8 





1 Tons of ore reported by mine operators to State tax commission. 

2 Total recovered lead and zinc metal from Utah mines, as reported by U. S. Bureau of Mines. 

3 Amount received by the mine operators after payment of treatment, freight, refining, and other proce 
essing and marketing charges. The returns here shown constitute the income to the mine operators from 
which mining costs are paid and any profits are realized. 

4“Cost deductions” are defined by Utah law, The reportable deductions are less than actual costs for 
the operators may not report as cost deductions the following, specifically excluded, costs: Salaries of cores, 

orate officers; salaries of employees outside the State of Utah; cost of building or operating bo ardinghouses’ 
| soba d men or dwellings; property purchase payments; legal expenses; interests; mine royalties; depletion: 
cost of insurance other than workmen’s compensation; and transfer charges and sales charges when that 
business is not conducted in the State. 


TABLE 2 














| | 
| Margin per | Margin per 
Pounds | | Marginper| ton of ore | pound of 
lead-zine | Combined |Net smelter|Cost deduc-| ton of ore |adjusted by| lead and 
Year recovered | price of return per | tions per | (NSR less | 5 percent of | zinc of 
per ton of | lead-zine | ton of ore | ton of ore | cost deduc- “cost | adjusted 
ore |} tions)! j|deductions”’ “cost 
| } | | (loss)? | deductions” 
| | (loss) 
} | | 
Cents | Cents 
Sel asedes ace 226. 4 31. 632 | $22. 50 $18. 21 | $4. 29 $3. 38 1. 49 
Gircd dbatkindee clit 226. 2 | 27. 508 17. 52 | 16. 91 | 0. 61 (0. 235) (0. 011) 
Wien ctnntbinda 220. 4 27. 162 | 15. 73 | 15. 69 0. 04 (0.74) | (0. 35) 
| SERENE: 188.8 35. 500 21, 45 | 17. 61 3. $4 | 2.96 | 1. 565 
Pe chsccuses poy 212.2 | 32. 682 19. 85 | 16. 96 | 2. 89 2.14 1.01 
Biches iweawbe 216. 4 | 24. 344 14. 76 | 15. 78 | (1. 02) (1.81) | (0. 835) 
WRG es lint wecus 234. 6 24. 785 | 16. 68 | 14. 80 | 1, 88 1.14 | 0. 49 
iain medina 269. 4 27. 367 | 19. 82 | 16. 03 | 3.79 2.99 | 1.11 
BG Se dat ackdascs } 254. 6 | 29. 507 | 19. 09 | 16.17 | 2. 92 | 2. 12 0. 83 
See eecdlccnes 257.2 | 26. 057 | 16, 20 15. 50 | 0. 70 | (0. 075) | (0. 03) 
TI cnc nnmne 229. 8 28. 65 18. 53 | 36. 45 | 1.08 | 0. 258 0. 112 
! 





1 The difference between net smelter return and the cost deduction per ton of ore. 

2“Oost deductions” are less than full cost expenditures and to arrive at an estimated cost, the 
nondeductible expenditures (defined in footnote 4) are conservatively estimated at 5 percent of the reportable 
cost deductions. The margin obtained as described in footnote 5 is reduced by 5 percent of the reported 
“cost deduction’’ per ton. 
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Mr. Romney. The study showed that: (1) The scope of Utah lead- 
zinc mine operations has materially decreased over the period and 
manv of the smaller mines have closed; (2) the grade of ore being 
mined over the period has increased materially; and (3) the margin 
shown by the tarence between net smelter return and allowable 
cost deductions has materially decreased in spite of reduced scope 
of operations, the closing of smaller, higher cost mines, and the high 
grading of reserves. 

The reduction in scope of operation and high grading of ore re- 
serves are illustrated as follows: 
I have selected just two categories: The beginning year and last 





















































226, 

220, 

188, 

212, - ‘ 

ae | Average Number of Tons per | Pounds of | Combined 
269. 4 menem- | operators Tons of man per | metal re- price of 
254.6 ployed reporting | ore mined year covered lead and 
255.9 per ton zine 
me Cents 
PR recon ncn cee ecco nes esencn 3, 118 21 859, 582 276 | 226. 4 31. 632 

Cink iiehvacsrnwdmnadnes 1, 410 9 55 2 26. 057 

roc. 

0 © 

e The operators and employees are to be commended for having made 
~ every possible effort to improve mining efficiency, but the major por- 


tion of the increase in tons per man per year has been due to elimi- 
nation of the long-range work vitally necessary to replacing ore 
mined. 

Margin per ton of ore mined in 1948 was $3.38 per ton of ore or 1.48 
cents per pound of recovered metal. In 1957 the margin was a loss 
of $0.075 per ton of ore or 0.03 cents per pound of metal produced. 

Operations in 1957 would have required a combined lead-zinc 
sa of 32.6 cents to have earned 15 percent for use in long-range 

evelopment and exploration (present depletion rate is 23.5 percent) 
and 10 percent operating profit (4.8 percent after taxes). 

Thus significantly parallel prices of 32.6 cents and 33.2 cents were 
determined as necessary for reasonably healthy mining operations 
in Utah and for all domestic mines respectively. 

The proposed stabilization combined price for lead and zinc is 27.5 
cents. It would support only salvaging type of operations for most 
of the deep, steep-vein, water-producing, timber-supported mines of 
the Rocky Mountain, Western States area. Which mines have his- 
torically produced 50 to 60 percent of the total lead and zine produc- 
tion of the United States. 

Lead-Zinc Mines of Western United States: Exhibit 2—that, Mr. 
Chairman, consists of 2 tables which gives the Bureau of Mines’ 
reported production by areas over the United States from the years 
1947 to 1958. I would like to submit those 2 tables for the record as 
exhibit No. 2. 

The Cuarrman. They will be included in the record at this point. 
(The tables, exhibit 2, follows :) 
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EXHIBIT 2.—MINE PRODUCTION or LEAD AND ZINC, 1947-58 


TABLE 1.—Lead production—total domestic—by major areas 


[In thousands of short tons] 










































































Ist 2 
Average months 
Area tons of | 1950 1951 1952 1953 1954 1955 1956 1957 | of 1958 
metal on an- 
1947-49 nual rate 
basis 

Total United States..._| 394,742 | 430.7 | 388.2 | 300.2 | 342.6 | 325.4 | 338.0 | 352.8 | 333.5 310.3 
West-Central States.___- 146, 202 | 164.8 | 149.3 | 150.3 | 138.5 | 143.5 | 145.0 | 143.8 | 135.8| 1496 
Percent of total United 

RE percent - 37.0 38. 2 38. 5 38.5 40.4 44.1 42.9 40.8 40.7 48.2 
Eastern States. -.__-_--- 9, 829 8.2 42 11.3 9.8 10.1 10.5} 113 9.3 7.7 
Percent of total United 

States__._._- percent. 25) 12.9] 20} 39} 291) 321 31] 33) as 25 
Western States !______.__| 238,711 | 257.7 | 231.2 | 228.6 | 194.3 | 171.8 | 182.5 | 197.8 | 188.4 153.0 
Percent of total United | | 

States.......- percent. 60.5 | 59.8) 59.5] 58.6] 56.7/ 52.8) 54.0] 560) 56.5 49.3 

| 

1 Exclusive of Alaska. 

PRODUCTION COMPARISON 
[With 1947-49 average production as 100 percent] 

Average | | Ist 2 
Area 1947-49 1950 1951 1952 1953 1954 1955 1956 1957 | months 

of 1958 
— i -— — —|-- = — — — -——|—-— — | -—-——_ — 

Per- | Per- | Per- | Per- | Per- | Per- | Per- | Per- | Per- Per- 

Tons cent | cent cent cent cent cent cent cent cent cent 

Total UnitedStates_| 394,742=100 | 109.0 97.3 98.9 86.8 82.4 | 85.6 92.0 84. 5 78.6 
West-Central States..| 146, 202=100 | 112.5 | 102.0 | 102.8} 947] 981] 99.2] 985] 929] 1021 
Eastern States. ....-- 9, 829= 100 83, 2 78.1 | 114.4 | 99.5 | 102.6 | 107.0 | 115.0 98. 2 78.4 
Western States_....-- 238, 711=100 | 107.8 96. 8 95. 8 81.4 72.0 | 76. 5 82.9 79.0 64.1 

TABLE 2.—Zine production—total domestic—by major areas 
{In thousands of short tons] 
Lad | stile nicl 
Ist 3 
Average months 
tons of } of 1958 
Area metal, 1950 1951 1952 1953 1954 1955 1956 1957 on 
1947-49 | annual 
rate 
basis 
> a nds pies * 

Total United States...) 620,255 | 623.4 | 681.2 | 666.0 | 547.4 | 473.5 514.7 | 542.3 | 520.1 425.9 
West-Central States......| 91,640 | 821| 93.9| 944| 589| 67.5| 736| 60.6| 331] 17.38 
Percent of total United | | 

States__.......percent_- 14.8; 13.2; 13.8 14.2; 10.8; 143 14.3) 11.2; 6.4 4.1 
Eastern States........... | 171,959 | 174.5 | 189.9 | 185.9 | 184.2 | 168.1 | 163.2 | 177.3 | 196.9 175.0 
Percent of total United | 

States_........_percent__} 27.8 | 28.0 7.9 | 27.9| 33.6] 35.5] 31.8] 32.7 37.8 41.1 
Western States !___.. ____ 356, 656 | 366.8 | 397.4 | 385.7 304.3 | 237.9 | 277.8 304.4 | 290.1 233.6 
Percent of total United | 

Si lateery snake percent .-_| 57.4 58.8 58.3 57.9 55. 6 50.2 53.9 56.1 56.8 54.8 
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PRODUCTION COMPARISON 
[With 1947-49 average production as 100 percent] 


1951 1952 













Average, 
1947-49 







1st 3 
1957 | months 
of 1958 


1950 1953 1956 





Area 













































Per- | Per- | Per- | Per- | Per- | Per- | Per- | Per- | Per- Per- 
Tons cent | cent cent cent cent cent cent cent cent cent 
Total United 
basis Se 620, 255=100 | 100.2 | 109.8 |. 107. 1| 882] 76.2] 829] 87.4] 83.8 68.7 
a West-Central States ~ 91, 640=100 | 89.6 | 102. 2 | 103. 0} 64.2] 73.6] 80.3] 67.2] 36.1 18.9 
310.3 Eastern States--.--.-..-. 171, 959100 | 101.3 | 110.2 | 108.1 | 107.1 | 97.9 | 94.9 | 103.0 | 114.3 101.8 
"an Western States....... 356, 656100 | 102.8 | 111.2 108.0 | 85.4) 66.6 77.9 | 85.5) 81.4 65.5 
.6 | 












Y Mr. Romney. Exhibit 2 shows lead-zine production of the United 
25 States by areas as reported by the Bureau of Mines for the period 
se 1957—to February 1958 for lead and to March 1958 for zinc. From 





1947 through 1957 Western States mines produced from 53 to 65 
reent of the domestic lead production and, from 50 to 60 percent 
of the domestic zinc production. 
Lead production of the Western States for the first 2 months of 
1958 was down to 49.3 | ere of the United States total, and zinc 


49.3 













t2 for the first 3 months dropped to 54.8 percent of that total. 

_ Mines of Western States have shown greater drops in the annual 
sia roduction of lead and zinc metal, when compared with the average 
r production for the base years of 1947-49, than any of the reported 
p aes other than the West-Central States in zinc production. 

7 Current annual production compared with 1947-49 average on tonnage and on 
U1 percentage basis 







[Thousands of tons] 
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3 1947-49 1957 as_| 1958, 1st2| 1947-49 | 1957as | 1958, Ist 3 
average percent of | monthsas | average percent of | months as 
1947-49 percent of 1947-49 percent of 
1947-49 1947-49 
Total United States: | 
Tonnage._. - ‘ 394. 7 333. 5 310.3 | 620.3 | 520. 1 425.9 : 
Percentage..........-.- 100 84.5 78. 6 | 100 | 83.8 68.7 | 
West Central States: : 
Tonnage- eee 146.2 135.8 149. 6 91.6 | 33. 1 17.3 i 
SS ee 100 | 92.9 102.1 | 100 | 36.1 18. 99 ; 
Eastern States: 
ech necsqdesna’ 9.8 9.3 | 7.7 | 172.0 | 196.9 175.0 
Percentage............ 100 | 98. 2 | 78. 4 100 | 114.3 101.8 
Western States: 
eso aeons 238. 7 188. 4 | 153. 0 | 356. 7 290. 1 233. 6 
Percentage.......--.-- ---| 100 79.0 64.1 100 | 81.4 | 65. 5 


| | 
' ' ' ! 











The conclusion is obvious that Western States lead-zine mines, 
normally the source of the major portion of domestic production, 
have suffered a substantial reduction in their ability to continue as a 
major source of lead and zinc production. 
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The adverse price-versus-cost situation has generally affected west- 
ern mines more severely for several reasons. One is the physical 
nature of the mines. 

Most western mines are developed on steep veins located in broken, 
water-carrying wall rock. Possibilities of mechanization are much 
less than in thick-bedded, flat-lying, competent wall-rock types of 
mines as are found generally in the West-Central and Eastern States 
areas. 

Pumping of water and timbering of opened areas is not only costly, 
but must be continued whether or not the mine is operating if the 
investment in developed ore reserves and installed equipment is to be 
protected. 

Greater distance from marketing centers adds materially to the 
cost of marketing metals produced from western mines, thus giving 
less return per pound of metal produced than metals produced in 
more favorably situated areas. 

Just a few comparisons of the cost of shipping lead bullion to the 
New York market and zinc to the East St. Louis market will illustrate: 


Lead bullion to New York market 





| Greater cost 
| Dollars per} Cents per | to western 
From— | ton pound mines per 
pound of 

metal (cents) 





| 
Salt Lake City... inal Sabameni 28.77 | . —— 
yp Se ee os ita ws ’ 20. 93 1, 047 | 0. 392 
Pa tA dtiensnd ooatksoerdebsdunadionsasnatwansseys -| 19. 60 | . 98 . 459 





Slab zinc to East St. Louis market 


| Greater cost 
| Dollars per| Cents per | to western 
ton | pound | mines per 
pound of 
metal (cents) 


From— 


| 


EE Rc cceciguvicctnnwcene Saas ees aw 19.85 | 0. 998 3 
(ye athe adel eee 12. 40 | . 620 | 0. 378 
ERNE BET EEE Co EEE BE aie 8. 20 | . 410 | , 588 
RE ihe cweniiingd boednntaeretemeions ; paul 4.20 | 210 | . 788 


In conclusion the prices proposed in the stabilization plan, 27.5 
cents combined for lead and zinc, are inadequate to sustain a healthy, 
full-cycle, perpetuating lead-zinc mining industry in the United 
States. 

Based on the Tariff Commission analysis of the profit position in 
1953 and the increases in the major cost factors since that time a 33.2- 
cent combined price is indicated as necessary. 

Based on net smelter return and operating cost data on Utah lead- 
zinc mines a 32.6-cent price is indicated as necessary. 

Western States mines, normally producing 50 to 65 percent of the 
Nation’s lead and zinc, have shown the greatest drop in productive 
capacity in the cost-price squeeze of inflated costs and depressed prices. 
They are the least able to adjust to inadequate prices and are in greater 
jeopardy of final closure. 
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In any program for relief of the industry, we support the recom- 


mendations, of the 17-cent lead and 1414-cent zine prices which will 
be made by Mr. C. E. Schwab. 


Thank you, Mr. Chairman, that completes my statement. 


STATEMENT OF C. E. SCHWAB, CHAIRMAN, EMERGENCY 
LEAD-ZINC COMMITTEE—Resumed 


Mr. Scuwas. My remarks here, Mr. Chairman, are intended to 
supplement our comments of May 2, at which time in behalf of our 
emergency lead-zinc committee we made some preliminary comments 
on the mineral price stabilization proposal advanced by Secretary of 
the Interior Seaton during his appearance here on April 28. Since 
that time the Interior Department has forwarded to the President of 
the Senate (May 22, 1958) and your chairman has introduced, by 
request, the oe legislation to implement the stabilization program. 

Very briefly, I wish to again emphasize the unparalleled record 
which our lead-zinc industry has made in faithfully seeking an answer 
to our problem in accordance with present law. We have conscienti- 
ously followed every procedure available to obtain administrative 
relief according to the provisions of the Trade Agreements Act. 
Notwithstanding the second unanimous finding of injury by the Tariff 
Commission, all our efforts thus far have been in vain. 

(1) We have now been before the Commission in three escape-clause 
cases. The 1950 case was denied by the Commission due to United 
States abrogation of the Mexican Treaty. The 1954 and 1958 reports 
of the Commission unanimously found injury due to excessive im- 
ports. A section 336 investigation was denied when the industry 
was advised rates of duty cannot be changed by action under this 
section. A section 332 investigation was also conducted by the Com- 
mission in 1953-54. 

(2) Last July and August before the House Ways and Means Com- 
mittee and the Senate Finance Committee we tried to prevail for the 
enactment of legislation forwarded to the Congress by the Interior 
Department. This legislation proposed peril-point prices of 17 cents 
for lead and 1414 cents for zine. 

(3) It continues to be our basic position that the fairest and most 
effective answer to all concerned—to United States producers, foreign 
producers, American consumers, and taxpayers—would be legislation 
permitting duty-free imports of needed lead and zinc; providing 
peril-point prices of 17 cents and 141% cents; and providing for an 
import tax of 4 cents payable only in the event unneeded imports 
forced the United States price to decline below these peril-point 
prices. We are still of that mind. 

Although it is contrary to our basic position, to which we strongly 
adhere, we appreciate the opportunity to comment on the provisions 
of S. 3892. 

Stabilization prices: Careful examination and study of the condi- 
tions which would prevail in our industry at the stabilization prices 
of 1434 cents for lead and 128, cents for zine confirms our prior con- 
clusion. These prices are inadequate and we fear they might become 
ceiling prices for a long time to come. 
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In commenting about these stabilization prices I would like to docu- 
ment what might be called a series of base points for prices which 
have, in the past, been established by governmental action—either by 
the Executive or by the Congress. 

(1) Under authority granted by the Congress, the executive de- 
partment, through the Office of Price Administration, placed the 
premium price plan in effect during World War II. This caused an 
average price for the period February 1, 1942, to June 30, 1947, of 9 
cents for lead and 11 cents for zinc. It is unnecessary for me to make 
any comment concerning the increases in cost of production during 
these 10 years following World War II. However, converting these 
2 prices to a 1958 base would result well in excess of 20 cents for 
both metals. 

(2) By action of the Congress (Public Law 725, 80th Cong.) the 
duties on imported lead were suspended from June 20, 1948, to June 
30, 1949. During this period the price of lead averaged over 18% 
cents. Noteworthy, zinc duties were not suspended and the price for 
zinc during this same period averaged 15 cents. 

(3) Again under authority granted by the Congress, the executive 
department, through the Office of Price Stabilization, imposed price 
ceilings on lead and zinc January 26, 1951—17 cents for lead and 174% 
cents for zinc. On October 2, 1951, these ceiling prices were ad- 
vanced to 19 cents for lead and 191% cents for zinc. It was during 
this period that foreign producers averaged prices of 3 cents to 4 cents 
above the ceiling prices set for United States producers. 

(4) By action of the Congress duties on lead and zinc were sus- 
pended (Public Law 257, 82d Cong.) from February 11, 1982, to 
March 31, 1953. This suspension, however, was qualified and the 
duties were to be reimposed if the price of either metal dropped below 
18 cents. The duty was reimposed for lead June 26, 1952, and reim- 
posed for zinc July 24, 1952. 

(5) By executive department action following the Tariff Commis- 
sion’s decision of May 21, 1954, acquisitions of lead and zine by the 
defense stockpiling program and by barter caused lead and zine 
prices to rise. For 16 months, due entirely to this governmental pro- 
gram, the price of lead was steady at 16 cents and zinc steady at 1314 
cents. It is well to remember that this action was taken by the Presi- 
dent in lieu of action for increased duties. The fact that these prices 
were wholly supported by the Government is clearly indicated when 
in May 1957, with the abrupt announcement that barter was being 
stopped, the price of both metals plummeted. 

(6) The legislation proposed by Secretary Seaton before this com- 
mittee last June proposed to suspend duties above prices of 17 cents 
for lead and 1414 cents for zinc. At any point where duties are sus- 
pended there is the clear implication that at these prices or above the 
industry would be in a satisfactory position, but below these prices 
needs tariff protection. Not only did Interior support this legislation 
before Ways and Means and Senate Finance, but the Departments of 
State, Defense, Commerce, Treasury, and Labor, and the Office of 
Defense Mobilization urged the enactment of legislation containing 
these peril-point prices. 

(7) The best evidence available by which the adequacy of Interior’s 
proposed 1434 cents and 123, cents prices can be judged is the cost-of- 
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roduction data and study presented to the Tariff Commission last 
ocomber. Our committee assembled cost-of-production data on 
about two-thirds of the lead and zinc mined in the United States 
during 1956, and also, during the third quarter of 1957. We presented 
to the Commission data which showed that in 1956 a little over half 
of the lead and zinc ore was produced at a profit. This included 174,- 
000 tons of lead and 151,000 tons of zinc. But mined at a loss during 








of 9 this year, during which time the Government supported prices of 16 
ake cents and 1314 cents, were 57,000 tons of lead and 206,000 tons of zine. 
ing Our data for the third quarter of 1957, during which time lead was 
lese at 14 cents and zinc at 10 cents, showed only about 40 percent of the 
for lead and zinc was produced at a profit. It must constantly be borne 
in mind that, except for the wasteful and uneconomic practices of 
the upgrading ore—leaving behind normally good ore—and curtailment 
ine of development and exploration, little if any of the output during 
N July—October 1957, would have been at a profit. 
‘or Since these cost studies were submitted to the Tariff Commission, 
the price of lead has declined an additional 3 cents. With today’s 
ve prices of 11 cents for lead and 10 cents for zinc we doubt if any lead 
, or zinc is being mined at a profit. We believe this is true, despite 
6 continued efforts to reduce costs by further drastic cuts in vital explo- 
: ration and development programs and continued upgrading the values 
; of ore produced. This cost-of-production study showed conclusively 
before the Tariff Commission the need for 17 cents and 141% cents. 


We would note that this study was not challenged by the Commission 
nor, for that matter, was it challenged by opposition witnesses at the 
hearing. 

The eighth point we have now, before us is the documentation and 
the testimony of Mr. Droubay yesterday and Mr. Romney’s statement 
today. 

Thus, the examination of not only the industry’s cost-of-production 
data but, perhaps most important, the record of prior governmental 
determinations both by the executive department and the Congress 
provides only one conclusion: Prices of 17 cents and 1414 cents are 
absolutely necessary to get this industry back on its feet. 

Stabilization tonnage for United States producers: Stabilization 
payments are proposed on an annual rate of 350,000 tons of lead and 
550,000 tons of zinc. We agree that 350,000 tons of lead is a reasonable 
expectation for United States mines and past production records sub- 
stantiate this figure. However, in the case of zinc we believe this 
figure should be 600,000 tons— again based on past production records. 
We do not see why the zinc-mining phase of our industry should 
be frozen at its recent very unsatisfactory levels. It seems unneces- 
sary to take the depressed conditions of the zinc-mining industry 
during the last 5 years and impose them on even a semipermanent 
basis. 

We do recognize, however, that the executive department is acknow]- 
edging that the United States producers should have a fair share of 
their own market and, regardless of our different opinions concerning 
the mechanism to accomplish this, we are heartened to see this type of 
policy recognition. 

Amount of stabilization payments: It is our understanding from 
discussions with members of the Interior Department’s staff that the 


27255—58—pt. 2———20 
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stabilization payments of S. 3892 were calculated by estimating that 
the average United States producer of lead and zinc would receive 
payments until the United States price declined to 1014 cents for lead 
and 814 cents for zinc. You will note this is a 414-cent spread between 
an anticipated floor price and the proposed ceiling price of 1484cents 
and 1234 cents. 

We also understand that should the United States price drop below 
these floors there would be no stabilization payment, on the average, 
to United States producers. With the required ceiling prices of 17 
cents and 141% cents it is very obvious that the stabilization payments 
would have to be increased. A stabilization payment in an amount 
of 4 cents on each metal would be required. 

Using the Department of Interior’s method of calculation this 
would protect the United States miner to a floor of 1134 cents for 
lead and 714 cents for zinc. We have a very specific reason for this 
type of suggestion. Supported by the Tariff Commission’s findings 
in both of the escape-clause cases and further supported by our cost-of- 
production data presented to the Commission, the zinc-mining part of 
our industry is in worse shape than the lead-mining industry, although, 
of course, both metals are in a desperate situation. 

Acknowledgment is overdue of the disastrous conditions in the zine- 
mining industry. More adequate stabilization payments would have 
to be available for both metals with zinc receiving protection to a lower 
United States price. 

Excessive stocks in hands of United States producers: Any solution 
to the problems of the United States lead-zinc industry must take into 
account the very excessive producers’ stocks. In our judgment some 
method of acquisition of these stocks is a necessity. We think that 
100,000 tons of lead and 200,000 tons of zinc must be acquired by some 
means and taken off the United States market. It is the only method 
by which we see that the slate could be wiped clean, and United States 
producers would have an opportunity to get their business and opera- 
tions back to some degree of normality. This acquisition should take 
place in a period not to exceed 1 year and at regular reasonable rates 
of delivery and be limited to material in the hands of domestic pro- 
ducers prior to June 1, 1958. The above noted tonnage should be 
acquired at the average E & MJ monthly prices but at not less than 13 
cents for lead and 101% cents for zine. 

Annual appropriations by Congress: We continue to be concerned 
about the problem of obtaining annual appropriations. This is no 
small apprehension on our part as mentioned in our previous testi- 
mony. We would urge the departments concerned to explore any 
possible avenue of budgetary controls or fiscal policy in order to arrive 
at a solution whereby this appropriation problem could be avoided. 
As we mentioned in our prior testimony prudent investors and prudent 
operators, even if the changes we have suggested to this point are 
accepted, will have an almost impossible task of proceeding to plan 
2, 4, 5 years hence for vital development and exploration programs. 
Even more important, the current rate of development and exploration, 
under a stabilization plan, would leave many producers in doubt as to 
what wise policies would be for their properties. 
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Tosummarize : 

(1) We continue to believe the most fair and effective solution 
would be legislation providing for duty-free imports of needed lead 
and zinc with peril-point prices of 17 cents and 1414 cents and a 4-cent 
import tax payable only if unneeded imports forced United States 
price to decline below these peril points. 

(2) The past record of governmental action by the executive de- 
partment and by the Congress, together with the recent industry cost- 
of-production data presented to the Tariff Commission, prove beyond 
any doubt that prices of 17 cents for lead and 141% cents for zinc are 
necessary and reasonable. 

(3) The expectation of 350,000 tons a year for lead from United 
States mines is reasonable but the expected annual zinc tonnage should 
be 600,000. 

(4) The amount of 4 cents must be available for each metal— 
whether as an import tax or as a stabilization payment. 

(5) Acquisition of excess stocks is necessary and we urge as a single 
objective, that 100,000 tons of lead and 200,000 tons of lead and 200,000 
tons of zinc be absorbed in not less than 1 year. 

(6) Some method be found to preclude the problem of annual ap- 
propriation if it is intended to truly stabilize domestic lead-zinc min- 


ing. 

Thank you, Mr. Chairman, and gentlemen. 

The Cuarrman. Thank you, Mr. Schwab. 

Any questions, Senator Malone? 

Senator Martone. Mr. Chairman, it is past 12 o’clock. And if I 
might ask 3 or 4 questions, I would suggest that we defer them until 
2 o'clock or whatever time the chairman would like to meet this after- 
noon. 

First I would like to announce that the vote to substitute the Simp- 
son amendment was lost 268 to 146. The motion to recommit the bill 
in the House was lost 248 to 137. Then the bill passed 317 to 98 votes. 

I would say to you now—I think you know that—that the only body 
that stands bebe the mining industry and utter oblivion is the 
United States Senate, which will probably act one way or the other on 
this measure within the next 30 to 60 days. 

What applies to mining applies to all other industries produced com- 
mercially in the United States. 

Now, you said in your testimony—or at least Mr. Romney did— 
that your costs had increased. I suppose it has increased in accord- 
ance with the inflation. Inflation has been going on since 1933 and 
has not been abated one iota under any administration since that 
time. 

There is no sign of it being abated. The billions to Europe to build 
these plants to compete with you is still going on, as you heard last 
week. The inflation about which you complain is continuing, and 
the trade bill has again passed the House, 5 years’ extension, with 
another reduction of 25 percent in the tariffs, which means, as far as 
the House is concerned, a free trade policy for the next 5 years is to 
be continued. 

Now you quote the Tariff Commission rather liberally. What au- 
thority do you think, under the present situation as just extended by 
the House, does the Tariff Commission have? 
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Mr. Scuwas. No more nor no less, Senator, than they do today, 
except as I understand the bill which passed the House, there is the 
provision for a two-thirds overriding veto, it might be called, of 
any Presidential action on any Tariff Commission decision. 

I think essentially it is the same as it has been. 

Senator Matone. In other words, the President can continue ag 
he has in the past, as testified to by Secretary of State, to trade any 
industry, or any part of an industry, to foreign nations if he believes 
it will further his foreign policy. 

Is that true? 

Mr. Scuwas. It seems that way to us, sir, yes. 

Senator Martone. That is what Mr. Dulles, Secretary of State, tes- 
tified to before our committee. He also testified before the commit- 
tee that this must be a permanent policy; that the billions to Europe 
must be a permanent policy. 

Therefore I think you are right up against a principle of operating 
this Government on foreign trade. The principle of free trade, vir- 
tual free trade—and of course you understand that if the duty is 1 per- 
cent under what it can be produced and shipped to this country, and 
low water transportation, then you either have to meet that cost or 
restrict your production. 

Isn’t that true? 

Mr. Scuwas. That is true, sir. 

Senator Martone. Mr. Chairman, I think these are two fine wit- 
nesses. And I think they are going to make a good record. 

The only thing before we start at 2 o’clock, I would like for you to 
consider what I am about to say. And that is as far as I know—I 
have only been here 12 years—there is nobody east of the Potomac or 
the Hudson Rivers that wants you in business. And when you suggest 
any specific—I call them patent medicine remedies—of having a cer- 
tain fixed point below which there would be a tariff, and above which 
there would be none, what would adjust that particular point that you 
suggest? How would that be suggested when the competitive nations 
manipulate their money in—manipulate the value of it in terms of the 
dollar to obliterate that so-called peril point. 

Mr. Scuwas. Well it is always subject to that hazard, Senator. 
There is no question about it. 

Senator Martone. There is an immediate hazard, between the 4 
hours. 

Mr. Scuwas. Perhaps that could be. 

Senator Matone. Then you are suggesting a remedy here if we 
would live with this thing that would have to be applied to all other 
industries, would it not—production ? 

Mr. Scuwas. I believe so, Senator. In general, as you are well 
aware, we have tried to follow a program here; there have been sug- 
gestions made to our industry; very specific suggestions last year. 

We have tried to get those suggestions in the form of legislation. 
However we haven’t had much luck. 

Senator Matone. Do you anticipate any luck? 

Mr. Scuwas. No, sir, not very much. 

Senator Martone. I am a born optimist. I think we can whip this 
thing. Do you know what happens if we do whip it in the Sonate 
and do not extend it, this 1934 Trade Agreements Act, laughingly 
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called reciprocal trade? The two words don’t occur in the act, 
never did, the original act. It doesn’t now. 

Mr. Scuwas. I think we do, Senator. We have had the oppor- 
tunity of listening and incidentally, reading the letters which you 
very kindly gave Mr. Droubay yesterday. We understand the pres- 
ent trade agreements which are in effect will still prevail unless they 
are Somat by executive-department action. 

We also understand that all the other provisions of the law will 
prevail except the President’s power to enter into any new trade 
agreements or to further cut any tariffs except that residual amount 
that he probably has available under the present act which is now 
being extended. 

It isa rather short answer. 

Senator Matone. And then be further reduced 25 percent. 

Mr. Scuwas. Under the new act, yes. 

Senator Matonr. Isn’t it virtually free when it is 1 percent or 5 
percent under? You are aware of course there has been a 50-percent, 

lus a 50-percent—there has been 75 percent, and 15 percent of the 
Riince, now 25 percent of what is left. 

You understand that ? 

Mr. Scuwas. Yes, sir. 

Senator Martone. Do you think we would have any difficulty in 

tting these nations notified properly if the United States took a 
fefinite stand against this act? 

Mr. Scuwas. I wouldn’t think so, Senator. 

Is the Congress going to give the notification, sir; is that what you 
mean? I didn’t understand your question. 

Senator Martone. No. I say do you think the Congress would 
have any trouble in getting the proper action, notice, served on these 
nations in the event it abandoned the policy of free trade? 

Mr. Scuwas. I don’t know that I would be qualified to answer, 
Senator. As I understand it is an executive-department action. 

Senator Martone. That is right. I don’t think anybody is quali- 
fied. But the people of this Nation are very powerful. When they 
once find out what is going on—which I do not believe 90 percent of 
them have known up to now and when this debate starts in the 
Senate, I think they will find out. 

And as you have noticed no witness up until now has understood 
what happens if you do not extend it. They just think it has to be 
extended. It is the result of 24 years of steady propaganda. 

And if you will pick up the newspapers on the newsstands the last 
8 or 4 days, the editorials, Washington papers, New York papers, 
Wall Street Journal, New York Times—there was an editorial yes- 
terday in the New York Times and in today’s New York Times— 
everything east of the Hudson River and Potomac River are against 

ou. 

I think 90 percent of the United States are with you once they know 
what the fight is. 

They do not know. And it is partly on your account, I must say, in 
listening to you folks for 12 years. You always take it for granted 
you are whipped. And you come in for some patent medicine remedy 
that you couldn’t apply to all other industries at all. And it would 
be ineffective if you had it. 








736 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 





I am talking straight to you because you are my kind of people. 
Mr. Scuwas. We are not asking for any patented medicine, Senator, 
Weare trying to be practical at this point. 

We are also in a peculiar position, Senator, because actually as of 
right now we have pending an escape-clause action case on the Chief 
Executive’s desk. 

Senator Martone. Did you ever know anybody to escape? 

Mr. Scuwas. I haven't. 

Senator Matone. I have news for you: This is a free-trade town, 
New York is a free-trade town. They profit by it and this thing has 
been—there has been the greatest propaganda and the greatest machine 
operating to extend this thing that I have ever known. 

And I think the greatest the United States people have ever wit- 
nessed—the movement on Washington influences ecedsae and Con- 
gressmen to continue this thing. We had the visit of Macmillan—a 

reat man—I met him in 1947 when I was in England looking at the 
industries—the steel and the coal—but he is foreign land. We have 
a little fight on with Mr. Khrushchev, who is for Russia. 

My own personal opinion is, Mr. Chairman, it is time we developed 
; couple of. people for the United States of America and stand up 

or it. 

I will defer any questioning until 2 o’clock. 

The Cuarrman. It is now 12: 30. 

We will take a recess until 2 o’clock. The two witnesses who are 
now testifying will come back for further questioning. 

Mr. Scuwas. Thank you, Mr. Chairman. 

We will be here. 

(Thereupon, the committee was recessed at 12:30 p. m., to recon- 
vene at 2 p. m. the same day.) 


AFTERNOON SESSION 
Senator Brsie (presiding). The subcommittee will come to order. 


STATEMENT OF CHARLES E. SCHWAB, CHAIRMAN, EMERGENCY 
LEAD-ZINC COMMITTEE, AMERICAN MINING CONGRESS, ACCOM- 
PANIED BY MILES P. ROMNEY, MANAGER, UTAH MINING ASSO- 
CIATION, SALT LAKE CITY, UTAH—Resumed 


Mr. Repwine. Mr. Chairman, a few days ago, Senator Allott re- 
quested that any witnesses testifying directly on lead and zinc be 
asked to comment on his amendment to S. 3892. Will these witnesses 
please be asked to do that ? 

Senator Brete. Very well. Will you bear that in mind, Mr. Rom- 
ney and Mr. Schwab, and make a comment at the proper time? 

r.Scuwas. Yes, Mr. Chairman. 

Senator Bratz. I have only a few questions to direct to you. No. 1, 
as I understand the suggestion, Mr. Schwab—and I will direct the 
question to you—at page 8, the fifth subparagraph, as part of your 
presentation, you suggested the acquisition of excess stocks, and urged 
as a single objective that 100,000 tons of lead and 200,000 tons of zinc 
be absorbed in not less than 1 year. 
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I think you suggested at a price of 17 and 14.5 cents; is that correct? 
r. Mr. Scuwas. Pardon me, Senator, at the top of page 7 the prices 
of 13 cents and 10.5 are suggested. 

Senator Bree. I am in error. The acquisition of 100,000 tons of 
lead and 200,000 tons of zinc is to be at a price of 13 cents for lead 
and 10.5 cents for zinc; correct ? 

Mr. Scuwas. That was our suggestion. 

Senator Brste. That is over and above this additional suggestion 
that you made as to the stabilization plan ? 

Mr. Scuwas. That is correct, Senator. 

@ Senator Brste. What is the cost tag of the acquisition of these 
excess stocks ? 

. Mr. Scuwas. If it were purchased under a stockpiling program, 

and presuming for the moment that nothing would be done about 

acquiring these stocks by barter or any other arrangement, it would 

cost $68 million, Senator. 

The 100,000 tons of lead would be $26 million; the 200,000 tons of 
zinc would be $42 million, making a total of $68 million. 

Senator Brste. You mentioned barter. Was this the acquisition 
of excess domestic stocks or excess world stocks ? 

Mr. Scuwas. Metal which was derived from the importation of 
foreign concentrates, Senator, was eligible under the old barter ar- 
rangement. There have been a lot of changes in those regulations. 
Whether any would be eligible for barter in the amount we are talking 
about, we don’t know, sir. But presuming for the moment that it 
would take a direct appropriation, that would be the amount. 

Senator Brste. Where are these excess stocks ? 

Mr. Scuwas. They are in the hands of the United States smelting 
and refining plants. 

Senator Bratz. Within the continental United States? 

Mr. Scuwas. Yes, sir. 

Senator Brste. You mentioned barter. As an industry, are you for 
or against the barter program? Is it a good thing or a bad thing for 
the lead and zinc industry ? 

Mr. Scuwas. The way it turned out, Senator, it was a bad thing 
for us, because it stimulated world production, and with the cessation 
of barter, part of our present problem relates to that stimulation. We 
have not looked upon barter as a vehicle which should be used as it 
was before, to alleviate the situation. 

Senator Bratz. The industry position, then, is that they are opposed 
to bartering of agricultural products in exchange for lead and zinc? 

Mr. Scuwas. I would like not to express it that firmly, Senator. 
There may be some arrangements under barter provisions that could 
be carried on for years and years, if it is the sense of the United States 
Congress that they want to get rid of these agricultural surpluses, 
which are perishable, and in lieu thereof, acquire nonperishable prod- 
ucts and store them away. However, our problem about the way 
barter worked before was that it acted as a stimulant, and when 
suddenly taken away it compounded our problem. 

Senator Biste. If the barter had continued, would the price of lead 
and zinc held firm ? 

Mr. Scuwas. We think so, sir, because when it stopped, the price 
of lead and zinc plummeted. 
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Senator Brstz. There seems to be considerable conflict within the 
industry itself as to whether this is a good program or a bad program, 

Mr. Scuwas. That is right. 

Senator Brete. I have heard arguments on both sides. I don’t 
know the answer. I was just soliciting your ideas. 

Mr. Scuwas. At this point, we would not want to be quoted as 
being in favor or it or opposed to it, Senator. However, I did make 
the comment that under conditions that would be appropriate, per- 
haps some of these stocks could be taken off the market by some 
barter scheme. But we are only talking about a single objective 
at this point. It is a one-shot deal. 

Senator Brste. You think the bartering program is pretty much 
of a palliative rather than any type of a long-range solution ‘ 

Mr. Scuwas. That is right, sir. 

Senator Brete. I am sure, as you well know, Mr. Schwab, that the 
Secretary of the Interior, under the date of yesterday, indicated his 
support of the copper program insofar as it would purchase 150,000 
tons of Aenntentty mined copper at a market price not to exceed 
27.5 cents per pound. If I understand his proposal in that respect, 
and I imagine he will testify further to it when he appears before 
the committee on Monday, that dealt only with domestically mined 
copper. 

am wondering if you would have any observation as to the acqui- 
sition of excess stocks as to lead and zine. Should that likewise apply 
only to domestically mined lead and domestically mined zinc, rethen 
than a possible admixture if you had a barter program in it? 

Mr. Scuwas. If I could, Senator, I would like to think that over 
and perhaps fill in the record at this point. We have only taken the 
position at this point that these stocks are to be removed; the source 
of these stocks are both domestic and foreign-imported concentrates, 
To confine it to metal produced only from domestic sources might 
be a good scheme. 

But I don’t think I could comment on it momentarily. If I may, 
I will comment later. 

Senator Bratz. As I understand your proposition, the first pro- 
poses the acquisition of excess stocks, be they domestic or be they a 
mixture of foreign and domestic, on a 1-year basis, which would cost 
$68 million ? 

Mr. Scuwas. In round figures $70 million. 

Senator Brere. In addition to that you suggest that the peril points 
in the stabilization program be raised to 17 cents on lead, et 141% 
cents on zinc, and that there be a 4-cent import-tax payment. That 
is your No. 1 suggestion, that is your preference. In lieu of that, 
you are suggesting that if we do go to a stabilization program, we 
purchase 350,000 tons of lead per year from United States mines; 
600,000 tons of zinc, at a stabilization price of 17 cents for lead and 
14% cents for zinc. That is the sequence, correct ? 

Mr. Scuwas. Yes, sir. 

Senator Bratz. You suggest the floor as being what in those two 
cases ? 

Mr. Scuwas. Using the same calculation, Senator, that the Depart- 
ment of the Interior did, and using our 4 cents, the floor for lead would 
be 1124 cents and the floor for zinc would be 714 cents. Below those 
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prices, under our formula, no payments, on the average, would be 
available to any domestic producer. 

Senator Brste. Repeat that statement again, so that I have it clearly 
in my mind. 

Mr. Scuwas. If I could refer you to page 6, Senator, it would be 
clearer. I may be confusing you unnecessarily. I am sorry if I am. 
We understand, from conversations with the Interior staff, that their 
stabilization payments are calculated by estimating that the average 
United States producer of lead and zinc will receive some payments 
until the United States price has declined to 1014 cents for lead and 
81, cents for zinc. 

Then I say you will note that would a 414 cents spread, between the 
anticipated floor price and their proposed ceiling price. Later on, 
we suggest 17 cents for lead and 141% cents for zinc, and a 4-cent 
stabilization payment be made, and this will create a floor of 11% 
cents for lead and 714 cents for zinc. 

Senator Biste. With those stabilization prices, will there still be 
a demand for lead and zinc? As I understand the stabilization plan, 
in order to make it effective, there would have to be actual sales, 
correct ¢ 

Mr. Scrwas. That is correct, sir. 

Senator Brsie. Assuming the stabilization plan becomes law, and 
we secure from the Appropriations Committee the necessary money 
to put it in operation, will there actually be sales under your pro- 
posed formula ? 

Mr. Scuwas. We think so, Senator. We think there will be. 
There is no question about it. 

Senator Brstz. I understand that there was some question raised 
as to the stabilization plan on the very point that foreign producers 
would still sell below the floor prices. 

Mr. Scuwas. Perhaps they may, Senator, but at this point the 
United States producer will just follow them down in price, but they 
are protected within the range of prices that we are talking about. So 
if the foreign producers continue to cut the price, and the United 
States price follows, there is the buffer in the form of this stabilization 
payment on top of that. 

Senator Brste. The price of zine today is what, 9 cents 

Mr. Scuwas. 10 cents. 

Senator Biste. Where is lead, 12 ? 

Mr. Scuwas. 11. It has dropped again since we were here in May 
It is 11 cents, today, sir. 

Senator Bratz. Then on those prices, exactly what would be the 
effect of the stabilization plan at those prices? 

Mr. Scuwas. Well, in the case of had, the United States producers 
would be receiving the full 4 cents, because lead is now below the floor 
that we have proposed. In the case of zinc, they would not yet be re- 
ceiving the full 4 cents, because the floor we are proposing would be 
about 71, cents. 

Senator Bratz. And how much would you receive? You would re- 
ceive 334 cents for zinc? 

Mr. Scuwas. I will doa little calculating. 

Zinc producers, Senator, would be receiving a little over 214 cents. 
2.6 cents today. 
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Senator Brste. 2.6 cents. 

Mr. Scuwas. From the stabilization payment. 

Senator Brete. That would have the maximum of 600,000, to a 
maximum zinc tonnage of 600,000 tons ? 

Mr. Scuwas. That is correct, sir. 

Senator Bratz. Based upon the present-day price as of today, that 
would cost how much, if it remained constant at that figure, for zine! 

Mr. Scuwas. $31 million for zinc, Senator. 

Senator Brete. Applying the same question to lead, as I understand 
lead has a floor of 1124, and today it is down to 11. Therefore, it 
would be the maximum of 414 cents, is that correct ? 

Mr. Scuwas. Just 4 cents. That is the maximum. 

Senator Brats. I am sorry. 

Mr. Scuwas. And that would be $28 million, Senator, for 350,000 
tons. 

Senator Biste. For 350,000 tons that would be $28 million. 

All right. So that the total cost, assuming today’s prices—I don’t 
know whether that is a fair assumption or not, but it is at least an 
actuality, that is the price as of today—the total cost then of the stabi- 
lization plan itself, if the zinc were carried from 550,000 tons to 
600,000 tons, would be a total of $59 million, is that correct ? 

Mr. Scuwas. That is 31 plus 28? Yes, sir, that is correct. 

Senator Brstz. I recognize your preference i in this field, but I like- 
wise recognize that we may have some realities which we must face, and 
which I think you have commented on very ably in your statement, 

This would be a full 5-year program, or that would be your hope, is 
that correct ? 

Mr. Scuwas. We thought this program, Senator, when it was first 
proposed, was to be sort of an interim arrangement. Five years seems 
a long time for an interim program here. There is some question in 
our mind if it should not be shortened, perhaps, to 2 years or 3 years, 
or something like that. 

However, we have a completely open mind on that. We were a 
little surprised to see something called the interim arrangement, and 
then still have 5 years to run under the authorization. 

Senator Brste. Whether it is 1 year, 2 years, 3 years, 4 years, or 
5 years, ultimately—and I think you sceiensnntied upon one of the real 
deficiencies in the plan, and thi it is the question of securing annual 
appropriations, even assuming we can pass this legislation ‘and pos- 
sibly reach a higher price scale than is now indicated by the Depart- 
ment, that is a real difficulty which I think we must all face—assuming 
it goes 2 years, then where will you be at the end of the 2 years? 

Assuming you get what you are asking for today, where would you 
be? 

Mr. Scuwas. If nothing else is done, Senator, we will probably be 
right back where we are today, unless there is some curtailment of 
world production by the foreign producers, or unless there is almost 
an astronomic growth in wor Ide onsumption. 

We don’t see any possibility of that great a growth in world con- 
sumption. We have seen no curtailment, essentially, by foriegn pro- 
ducers. So we would probably be just as far out of balance as we 
are today. 
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Senator Bretx. Two years from today will both of you handsome 
entlemen be back here, asking, No. 1, you would like to have tariff 
relief, a peril point, and the 4-cent tax, but if you can’t get that, then 
ou would like for the United States Government to buy 350,000 tons 

of lead and 600,000 tons of zinc at these indicated stabilization prices? 

Mr. Scuwas. There is one way, Senator, that this program might 
work to effect curtailment outside of the United States, and that is 
that if these prices go down to these contemplated floors, or below, 
there will necessarily, I think, some time along there, be some world 
curtailment outside the United States. I mean it will become uneco- 
nomic for those producers also, as it is uneconomic for us today, even 
at the United States price, and we have already done our curtailing. 

That is the only way, as we said before, that we see any possibility 
of this plan asserting itself for some control of world production. 

Senator Brste. How do you attain control of world production ? 
That is a fine, high-sounding phrase, but how do you accomplish it? 

Mr. Scuwas. Just as we have, Senator. We have curtailed 30 per- 
cent in the United States because production and consumption are so 
far out of balance, but no one else in the world has curtailed. 

Senator Brete. Haven’t you done that because prices have been 
driven down and you could not stay in business ? 

Mr. Scuwas. That is partially it. But we also realize in the present 
instance that sales have dropped off, too. That is why the stocks have 
accumulated notwithstanding our curtailment. There is no way to 
answer you, Senator, unless you are going to permit us to have an 
adequate duty between our market and the world markets. As you 
heard, we have not gotten along very well on that route. 

Senator Brstx. You certainly know that my sympathy lies com- 
pletely along that direction. All I am trying to do by this question 
is to see if somewhere along this route of trying to be helpful to your 
depressed industry, we are overlooking any possibility of solution. 

Mr. Scuwas. We certainly appreciate your help, Senator. I will 
make that comment right now. But back to your original question, 
if nothing else is to be done for 5 years, and this to be the program 
for 5 years, then it should be a 5-year program. But I am just as 
concerned about how this situation will be 5 years from now. In the 
meantime, however, we have to live. As you know, we have a desperate 
industry here. I only mentioned the problem about the 2-year situa- 
tion, because there have been some indications, it seemed to me, as I 
listened to Mr. Seaton’s testimony, that this was to be sort of an interim 
procedure. 

That is all I have to base my comments on. 

Perhaps the Secretary will be more able to answer that when he 
returns to the committee later. 

Senator Bintz. Mr. Romney, would you like to contribute anything 
to this discussion of where we are heading, after we get by this step, 
if we get by it? 

Mr. Romney. I think Mr. Schwab has discussed it in a very basic 
manner. This matter of where we will be 2 years from now under this 
sort of a program, assuming it follows pretty much the pattern de- 
signed by present legislation, and at roughly those economic levels, 
I think the economic pressure will still be upon the domestic industry, 
and that it will only permit operations at their present seriously re- 
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duced level of operations, so that it will simply facilitate the further 
depletion of existing reserves. In other weed it will make it a little 
less painful. Those that come through the period, say it is for 2 years, 
are going to find themselves with their mines further depleted than 
when they went into it and in no better financial position to replace 
those reserves and expand. 

So it gets right back to the economic position of their being able to 
survive an open market, unrestricted as to imports and fovall of 
imports and the prices resulting therefrom. 

hey are in no better position to meet the competition of the heavy 
imports than they were before, so they would be in exactly the same 
position. We must recognize that on the whole we are not able to 
compete, dollarwise, with the major portion of the foreign production 
for oa market right here as it is constituted. It is a basic economic 

roblem. 

r More of us have closed down, because we have been forced to do it 
economically. As Mr. Schwab said, if these prices in the stabiliza- 
tion plan go to a low enough level, then it may force some closures 
on the foreign basis. But the levels would have to go below any sup- 
port price that Mr. Schwab has discussed before there would develop 
that pressure where there would be some foreign restriction in produc- 
tion. 

Senator Brstez. In order to stay in existence today, has the lead and 
zinc mining industry poy much resorted to high grading? 

Mr. Romney. Well, I gave testimony this morning on the Utah 
mines. 

Senator Brstz. I did not hear it all. I heard part of it. 

Mr. Romney. In our particular adverse year, our pounds of lead 
and zinc per ton of ore went up to 270 pounds, whereas the normal 
grade of ore in our postwar recovery years was 225 or 226 pounds. 
That evidences a definite high grading of ore. It is simply a result 
of the mine being forced to tailor its costs to its income. They have 
curtailed work extraneous to actual production and have also elimi- 
nated lower grade portions of the mine and concentrated on the higher 
grade portions to try and make that income match costs. 

Actually, costs in Utah are $3 or $4 a ton less than they were in 1948 
for the simple reason that work extraneous to production has been 
cut off, the grade of ore taken for treatment and marketing has been 
substantially increased, and despite those the economic position has 
continued to downgrade. Yes, there definitely has been a high grading 
of reserves, as my evidence showed this morning. 

Senator Brste. Mr. Romney, what would be the effect of taking off 
the overhanging 100,000 tons of lead and 200,000 tons of zinc at these 
eo prices of 13 and 101% cents, without more? 

‘hat if that was enacted into law, and you took out 100,000 tons of 
domestically mined lead, and you took out 200,000 tons of zinc within 
a year at these 2 suggested prices ? 

What would that do to your industry ? 

That is, if you did not enact the stabilization plan. 

Mr. Romney. Senator, it is questionable what it would do. Cer- 
tainly, it would tend to strengthen prices. Whether it would drive 
or push them up materially or not, I would not even dare to guess. 
But under present circumstances, it would not be very long, under the 
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resent circumstances of very low consumption in the country, it 
would not be very long until that pipeline was built up again or those 
stocks were built up again, unless there is some curtailment on the 
overall supply basis. As Mr. Schwab said, the domestic mines have 
eut their production to about two-thirds of what it was. They have 
made the curtailment. Unless there is an overall curtailment, you 
are going to continue to supply, to add to your surplus supply, and 
build those stocks up again. 

I think it is vitally necessary in relation to the removal of stocks, to 
improve the picture over any sort of a long-range basis, to also have 
some mechanics for slowing down the rate of production or the rate 
of accessibility in our domestic market. 

Senator Brete. As I understand your thinking, though, if the 
money is not forthcoming at the end of the second year or the third 

ear, if the stabilization plan becomes law, then you are pretty much 
ack in the same position as you are today. Is that a correct state- 
ment / 

Mr. Romney. I think I would appraise it that way, sir, yes, sir. 

Senator Brstz. Pursuant to the suggestion that was made by Mr. 
Redwine, I would like to solicit your comments individually upon the 
Allott amendment as it relates to the lead and zine industry. 

Mr. Scuwas. Mr. Romney will comment on that, Senator. 

Mr. Romney. Well, I would certainly like it clearly understood that 
we believe it is a step in the right direction, and for several reasons. 

First, it acknowledges the peril point prices we have been talking 
about, the need of creating a marketing situation at those prices. 
There is one point in regard to the amount of money which would 
be available for Mr. Allott’s plan. 

It appears that the tariff revenues available for the distribution 
he proposes to the smaller mines was made on the 1956 rate of im- 
ports, which was rather high, probably influenced to some extent by 
anticipation of tariff increases, 

Whether or not that level would continue or not, I don’t know. 
That is one thing that would have to be looked at. 

I do feel that money available from present tariff income sources 
would be inadequate to do an effective job. Mr. Allott properly em- 
phasizes his interest, and the interest of the industry, in the position 
of the small mines. As we have pointed out time and time again, all 
of us in the mining industry, the small mine becomes the big mine 
and the small mine has been the seedbed for the growth of our re- 
serves of our mining industry in this country. 

It is vital that whatever program we put in properly recognizes 
the fact that we need good health and some incentive, proper incen- 
tive, for the small miner to stay in business and continue to explore 
for and try to develop ore. 

We feel that is a desirable portion. Just as a thought in con- 
nection with this, with this plan of Mr. Allott’s, I think it probably 
could be effectively expanded to the benefit and interest of the entire 
industry if more funds were available. 

We have the Tariff Commission recommendations for duties. The 
Congress at one time, last year, considered an increase in duties by 
legislative action. If additional duty income could be derived, this 

thing could be expanded to recognize the small miner, as Mr. Allott 
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does in his proposal and then probably on some upward reducing 
scale make it more fully covering and more expensive. 

In that way it would become more or less of an automatic type 
of program with the funds provided. Those are just a few thoughts 
I have had on the program. It has real merit, in my opinion. 

Senator Bistz. Mr. Schwab, would you care to comment ? 

Mr. Scuwas. I agree, Senator. I would like to follow up the one 
comment Mr. Romney made, and that is that we have always been 
aware that a wool-type plan could be worked out for lead and zine, 
But I must emphasize what Mr. Romney said on this point, that that 
would require an increase in duty. 

Senator Bisie. That seems to be a little bit difficult to obtain, 
doesn’t it? 

Mr. Scuwas. It seems to be a little difficult to get, sir. I just want 
to say that we had thought of that mechanism. 

Senator Brste. How would a small miner benefit in the lead and 
zinc industry if the amendments which you propose become law and 
you get the money to go along with it, in the lead and zinc industry, 
under so-called stabilization? How will a small miner benefit under 
that ? 

Mr. Romney. Well, he would simply receive more for his produe- 
tion and particularly for the first portion of his production. What 
does the amendment call for, 350 tons per quarter from any one prop- 
erty? There are many, many small properties which in former years 
were producing tonnage at that level and probably somewhat less, 
where there were 2, 3, or 4 men working, and local people were putting 
in money to support their exploration and development efforts. 

It would be of a tremendous help to that type of an operation in 
that, say, they received 2 to 3 cents a pound more for that first 350 
tons of metal per quarter than they would receive from the direct 
market sale. It would give them just that much more to develop their 
property, and seek a better operation. 

Senator Bisie. Does the lead and zinc industry have any measure 
of what is a small mining company or a small mining corporation, 
and which one isa large one? 

Mr. Romney. Nothing by definition, no. I have tried to break that 
down in reviewing Utah statistics. I tried to group them into cate- 
gories of 1,000 tons per year or less, and then from 1 to 5,000 tons per 
year, and 5 to 10,000 tons and then over 10,000 tons, as falling in small, 
near small, medium, and large brackets. That is just simply a con- 
venient definition. 

It is hard to classify them. You might have a mine that is working 
50 men and only sadictig as much ore as a mine operating with 2 or 
3 men, because the 2 or 3 men are operating on an ore body that is 
developed, and the 50 men are following a little stringer of a vein 
by drifts, races and trying to develop an ore body. So probably the 
smaller employment is producing more tonnage in the mine than the 
larger employment. I think it is very difficult to define what actually 
is a small mine. I think as good a measure as any would be a mine 
that is hoping to develop into a substantial, continuous producing 
operation. 

Senator Brste. How many lead and zinc producers produce what 
percentage of the total output of the lead and zinc industry? Do 
you have any 
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Mr. Scuwas. The Tariff Commission made a finding on that, Sen- 
ator. Perhaps at this point in the record you might like to include 
the table which Senator Allott took from the Tariff Commission’s 1958 
report where that information was set forth. 

enator Brste. Thank you for the suggestion. However, Senator 
Allott has already made it a part of his remarks in the Congressional 
Record and we are very well cognizant of it. 

What does that work down to, percentagewise? In other words, my 
uestion is prompted by our study of the tungsten industry. We 
found out that about 9 tungsten producers were producing 90 percent 
of all the tungsten produced in the United States. 

Mr. Scuwas. This is not true of lead and zinc in the United States. 

Mr. Romney. I think one thing, Senator, that the statistics of our 
4 or 5 years ago in that regard would have been vastly different than 
they are today. 

That might be illustrated by the fact that in 1949 the Utah mills and 
smelters received ore from which was produced 49,000 tons of lead and 
zinc, from smaller custom properties run by independent operators 
outside of the State of Utah. 

In 1955, that has dropped down to 7,000 tons. So the statistics 
today would be much less, so far as the proportion of smaller mine 
operators. 

Senator Brste. I should think the question, in order to be fair, 
should be pointed to a normal, profitable, operating year, if you have 
ever had one of those years, which is probably a few years back. 

Mr. Scuwas. From this table, Senator, there are 37 operations in 
lead and zine that accounted for 73 percent of the production. 

Senator Bistxz. 37 operators accounting for how much ? 

Mr. Scuwas. 73 percent of the production. 

Senator Bratz. That is last year ? 

Mr. Scuwas. That is 1956. That was the last full year that the 
Tariff Commission had available. 

Senator Brste. Would that appear to be representative ? 

Mr. Scuwas. Yes, because these are the figures that the Tariff Com- 
mission obtained from our own records. 

Senator Brste. Would 1956 appear to be a fairly representative 
year and not fall in the category that Mr. Romney just mentioned as 
to many small operators going out of business with depressed price 
conditions ? 

Mr. Romney. I think you would have to go back to 1948-49 to get a 
more truly representative comparison of small mines; 1956 is as good 
a year as we have had in the last 4 or 5, yes. 

Senator Brstr. I see Senator Allott has just come into the committee 
room. 

I might say, Senator, I was asking both Mr. Romney and Mr. 
Schwab to comment on the amendment you had before the committee. 
You might care to develop a few questions of your own. I know you 
are vitally interested in this mining field. 

Senator Atiorr. I would be interested of what the attitude of these 
two gentlemen is about the amendment. 

You have probably testified to this before. If it is in the record 
already, I would suggest that you just inform me, so that we do not 
have to put it into the record again. 
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Senator Bratz. The testimony was not long, and I think you can 
properly again answer the question about your comments on the pro. 
posed amendment. 

Mr. Scuwas. Our first comment was, Senator, that it was certain} 
a step in the right direction, and we were very pleased that it acknowl. 
edged the need for the peril-point prices for the producers. We 
thought the calculation as far as tariff revenues that might be received 
would probably be high, because the year which was chosen was 1956 
and the rate of imports was quite high in that year, 460,000 tons of 
lead and 730,000 tons of zinc. 

Senator Attorr. That would have produced, as I recall it, $15.6 
million. Was that in 1957? 

No. The way my figures compute, 70 percent of the lead-zince reve- 
nues in 1956 would have given $9.244 million, and the extraordinarily 
high imports of 1957 would have produced $15.6 million. 

Do your figures agree with that ? 

Mr. Scuwas. Yes, sir. I am working from your statement on the 
floor, Senator. 

Senator Atxorr. And then this would have resulted probably in the 
normal course of things to about $9.5 million. Then the limited ton- 
nage payments under the Allott formula would have cost in the 
neighborhood of $5.5 million annually, and probably $4 million would 
be available for research and loans. 

I do not think there is a member of this committee, I do not think 
there is any one in this room, who has not scratched their head to the 
utmost capacity to try and figure out a way in this dilemma in which 
we find ourselves. I have been with my friend here from Nevada on 
dozens of occasions, literally dozens, when this has been discussed. I 
would be very happy, Mr. Schwab, if you would say anything you 
have to say about this, either critically or constructively in any way. 

If it has faults, we might as well discuss them. If there is a con- 
structive way we can go ahead on this, I think we should know that, 
too. 

Mr. Scuwas. Our comments are constructive, Senator, only. My 
prior comments were meant to indicate that to you. It is a matter of 
how far we can go. Our testimony this morning has documented 
from the Tariff Commission’s 1954 escape-clause procedure, from the 
1958 escape clause, from a long and historical series of governmental 
action, the need for a 17 cent-1414 cent United States price, if we 
are going to have a going lead-zinc industry. 

I do not like to be critical, because I say at this point your amend- 
ment is a step in the right direction. Certainly it is a step to take 
care of the small producer, which I am sure was your intent, to give 
some relief, and he certainly needs it. Sometimes we say, Senator, 
that this situation has been allowed to progress so far that it is now 
a matter of major surgery that is needed, and it is needed very badly. 

We are very sympathetic to the small producers whom your amend- 
ment will help and we, also, want to give them help. But your sub- 
stantial United States producers still need help in our mind. We 
tried to document it this morning, and the Tariff Commission so 
found, medium and large, I don’t care what they are, they still need 
this type of a price—17 cents for lead and 141% cents for zine. 
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But we are certainly glad to see that the small producer might be 
taken care of. This amendment ought to be pretty easy to include 
because it does not require appropriations. It is a matter of alloca- 
tion of duties at this time. 

Senator Bisie. May I interject at that point? 

Didn’t I understand you and Mr. Romney to say that the duties 
were coming in, even under a fair importation rate, say, of 1956, 
would be inadequate to create a sufficient fund to do much good ? 

Mr. Scuwas. Only for these people as I understand the Senator 
was trying to take care of them. 

Senator Biste. But you think there would be sufficient for that 
articular bracket ? ' 

Mr. Scuwas. This would mean, sir, if I may say this, that a small 
producer out in the hills, a prospector, could be assured of his 17 cents 
and 14.5 cents. He needs it and there is no question about it. 

He could get it under this plan with Senator Allott’s amendment. 

Senator At.orr. But I do not think there is money available, at 
lease from our studies, where this could simply guarantee this price 
to every producer for every pound produced in the United States. 

Mr. Scuwas. That is correct, Senator. 

Senator Biste. He was very clear on that point. I simply wanted 
to clear the record that there is sufficient to take care of the so-called 
small producer. 

Is that correct / 

Mr. Scrrwas. Yes. 

Senator Axtvorr. And that is the area which is covered by my 
amendment. 

Mr. Scuwas. That is true, Senator. We so understand it. 

I hope those are constructive comments, Senator. We mean them 
in that manner. 

Senator AtLorr. I am sure they are. I think in an amendment like 
this, in a situation of this sort where the whole thing is tremendously 
complicated, particularly in its effects upon other fields which are 
not related primarily to mining, any of these comments are help and 
assistance, and particularly when the time comes when I shall ask 
the committee to vote on this amendment. 

Are there any lead-zine miners in the United States who could 
make a living or make a go of it at the Seaton prices, at the prices 
under the bill offered in S. 3892, offered by the Secretary of the In- 
terior ? 

Mr. Scuwas. I would like for Mr. Romney to point out what I 
consider the key part of his testimony this morning, Senator, wherein 
he divided this industry up in three phases. When you say can they 
make a go of it, it is going to depend at what phase you want to keep 
them in business. 

Mr. Romney, could you do that again ¢ 

Mr. Romney. Well, just briefly, Senator, this matter of cost of 
mining and, therefore, the profits related to mining, relates to what 
scope of operation one is talking about. I emphasized to the com- 

mittee this morning, or pointed out, that the scope of an operation 
may consist of one only mining and marketing ore, in which there is 
no work being done outside of that. 








27255—58 


pt. 2——21 

















748 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


Secondly, the scope of operation may consist of the mining and 
marketing of ore and doing development work, to bring in additional 
resources, so that they have reserves for next year. 

The third is the mining and marketing of ore and doing of this | thi 


development work in relation to current mining, but also spending ful 
money on long-range work, which assures them of ore 10 to 15 years | 
from now. pe 


The lesser the scope of the operation, the cheaper the cost. I would 
like to point out one thing here. Mr. Droubay pointed out that this 
United Park City operations, which was producing 10 or 12,000 
tons of lead-zine annually a year, combined, in 1956, when they were W 


doing substantial development work, would have taken a combined g 
price of 31.13 cents to break even. 

He reported their net profit before development, their net develop- ‘ 
ment expense, and their net loss for depletion and broke that down } 


on a cents-per-pound basis. In 1957 prices had dropped, the sco 
of operation was curtailed, men were laid off, work was more cloud 
confined to actual production. 

In 1957 it would have only taken 27.3 cents to have broken even, 

That is almost 21% cents less. 

Costs have gone up but development was eliminated to the point 
that they were able to break even at that point. 

Senator Atiorr. Can you apply this principle to the three cate- 
gories you gave? I mean, could you answer my question with respect 
to the three divisions you made? 

Mr. Romney. Just roughly, and I would say these are only some 
guesses, there are properties, yes, that can show an operating profit 
if they indulge in only the mining and marketing of current ore 
reserves. There are probably quite a number of properties that can 
do it. When you say a profit, I would define profit as an operating 
profit and not as a profit in respect to the overall investment. 

So far as the second category, the mining and marketing of ore 
and doing development work to replace the ore presently being mined, 
which would not make any preparation for the long-range future, 
but just continue to develop the outer limits of the deposit being 
mined, I made the statement in my presentation here this morning 
that it was doubtful that the Seaton plan prices would sustain the 
present domestic production, or would sustain domestic production 
to attain the production objectives that the Seaton plan sets up. 

That is 350,000 tons of lead and 550,000 tons of zinc. 

Senator Atxorr. That is where you have drawn your line? 

Mr. Romney. That is the shady zone, right there, whether it would 
even permit a continued depletion of our present reserves at the ton- 
nage level that the Department of the Interior put out. 

Senator Atiorr. I want to thank you for this, Mr. Romney, and I 
don’t want to ask you to go over all of your testimony this morning. 
I could not be here this morning. I appreciate your giving me those 
figures. 

Senator Bretz. Again I want to thank both of you for two highly 
intelligent, very constructive papers that you have given to the 
committee. 

Senator Church, would you have any questions ? 

This is on the lead-zinc phase of our industry. 
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Senator Cuurcn. Knowing the gentlemen who are here, I know 
the testimony that has been given is competent testimony. 1 am sorry 
that my arrival has been so ill-timed. I would not get here earlier 
this afternoon, but I will read all of the testimony and study it care- 
fully as it appears in the record. 

Senator Brate. They are both two very splendid statements of the 

rilous condition in which the lead and zinc industry finds itself. 

Senator Allott, have you a further question ? 

Senator Attorr. Yes, Mr. Chairman. 

In table 32, which was put in the record as a part of my statement 
when I offered this amendment, we have some 600 in the first 4 cate- 

ries which would be covered by my amendment. 

Wouldn’t there be in the next category of 13 mines and 9 mines a 
substantial amount of production that would be covered by my amend- 
ment, leaving perhaps only the last category, which would not be 
substantially affected ? 

Mr. Scuwas. As I understand it, Senator, your plan is 350 tons 
of lead and zinc per quarter. Am I correct, sir? 

Senator Atiorr. Yes. 

Mr. Scuwas. That would be 1,400 tons of lead and zine per year 
for each operator. Dropping down, for instance, Senator, to the next 
bracket of 13 mines, each of those mines, of course, under your plan, 
would receive the 17-14.5 cents for the first 1,400 tons that they would 
produce during the year. Iam still correct? 

Senator Atxorr. Yes. 

Mr. Scuwas. A division of 13 into the short tons 

Senator Attorr. And they would receive Seaton’s price, the Secre- 
tary’s price, for the balance. 

Mr. Scuwas. That is right. 

Senator Attorr. The question I am asking is: Wouldn’t my plan 
also be of some substantial help to the classification of 13 and the 
classification of 9? 

Mr. Scuwas. That is correct. I was just going to note that taking 
the 46,000 tons that that group produced, of 13 mines, if it is divided 
evenly—of course, it is not—that is a little over 3,000 tons of lead 
and zinc per mine. 

Your plan takes care of 1,400 of it, so essentially your plan would 
take care of about 50 percent of that group’s production. 

The next group you would have to divide by 9, and you again have 
a figure of the 9 operations. 

enator AtLorr. You would have 1,400 tons that would be taken 
care of there. 

Mr. Romney. You would range from 28 to 36 percent on the num- 
ber of mines to be covered in that bracket by the proposal. 

Senator Brste. Senator Dworshak, I know that you know both Mr. 
Romney and Mr. Schwab. Have you any questions $ 

Senator Dworsuak. No, Mr. Chairman, I have no questions. 

Senator Atiorr. I have to make a correction. This applies to 1,400 
lead and 1,400 zine, I believe. 

. Romney. You would have a total of 2,800 per year per mine, 
then. 

Senator Atiorr. Yes, that is right, per mine. So you would change 
the picture substantially in those two grades, would you not? 
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Mr. Romney. That would be 36 percent of the brackets even up to 
the 5,000 tons. 


Senator Atxorr. I would just like to point that out, because your 












































answer would be modified to that extent. 9 
Thank you, gentlemen. ) 
Senator Brsix. Do we have any further questions of the two wit- | 

nesses ? = 
I might indicate that Senator Watkins evidenced real interest, obvi- the 

ously, 1 in this problem which is so vital to his State. Will you be in fo! 
the city at any time, or will you be here later in the day ? 
He might want to ask you some questions. of 
Mr. Romney. Yes. 2 
Senator Brie. Thank you very much. Our next witness is Mr, = 

Williston. q 

eC 

STATEMENT OF S. H. WILLISTON, VICE PRESIDENT, CORDERO 

MINING CO., PALO ALTO, CALIF. 





Senator Brste. Mr. Williston, do you have a prepared statement? 
Mr. Witaiston. No, Senator, I do not. I am going to take just 
as little time as I can. I candidly did not have time to prepare a 
statement, and come from the west coast at the same. 

Senator Brete. You are always welcome at this committee table. 
Your suggestions are always helpful to the committee. 

If you would, identify yourself for the record and present your 
views in your own manner. 

Mr. Wuaiston. Thank you, Senator. My name is S. H. Williston, 
[ am a former chairman of the Western Governors Mining Advisory 
Council; vice chairman of the committee for a national minerals 
policy; vice president of the American Quicksilver Institute; chair- 
man of the strategic metals committee of the American Mining Con- 
gress; a director of the American Mining Congress, and lastly, vice 
president i in the Cordero Mining Co., Palo ‘Alto, Calif. 

I would like to make one brief observation on this general policy 
of subsidies versus import control of some sort, and emph: asize that 
if the mining industry in the United States is to survive on other 
than a stoc kpiling basis, it can only survive if the domestic industry 
is insured a reasonable part of the American market. 

That can, of course, be done by tariffs or quotas. It also can be 
done by subsidies. But the result is the same as far as the overall 
picture is concerned. 

If the American metal takes the American market, then the for- 
eign metal is kept out of the country. Whether you keep it out with 
quota, tariff, or subsidy, you keep it out. 

Senator Bree. Do you have any idea what a fair share of the 
American market is for an American mining producer ? 

I think you have indicated that he should have half of the market. 

Mr. Wiuuston. I think half of the market from a defense point 
of view is a reasonable amount. I don’t need to remind you that 
we were self-sufficient in lead and zinc in 1939 and now we have lost 
half of the market to foreigners. 

We have been self-sufficient in other metals, but we have lost now 
more than half of the market, but the thing I want to emphasize is 
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that this stabilization bill keeps the foreign production out of the 
market and causes just as much injury as far as the State Depart- 
ment’s contacts with foreign nations as a tariff or a quota. 

Senator Brsie. Would you elaborate on the point you just made? 

Mr. Wiuisron. Well, I think it is quite plain. If the domestic 
lead and zine producer is assured one-half of the domestic lead and 
gine market, and he is paid a subsidy so that he obtains that part of 
the market, then there is no need for the foreign metal and the 
foreign metal will not come in. 

If it comes in, it wouldn’t be sold. You can apply it to any one 
of these other metals in exactly the same respect. So it seems odd to 
me that the administration would adopt a policy of using subsidies 
and taxpayers’ money to accomplish the same thing the tariffs or 
quotas which is a more expensive and a more diffic ult and a more 
confusing manner as far as the mining industry is concerned. 


[have no doubt that—— 


Senator Brste. Right at that point, if this stabilization plan 
becomes law——— 

Mr. Wiiutston. And if it works. 

Senator Brete. And if it works, does it make better friends of 


our mining industry overseas or not? 

Mr. Witxiston. I don’t think it will. I think if you are going to 
keep the foreign lead and the foreign zinc, the foreign mercury, “the 
foreign tungsten, the foreign chrome, the foreign antimony, reduce 
the imports ‘by paying a subsidy to the producers, the foreigners will 
he just as unhappy as if they had a quota or tariff. They don’t realize 
it now. 

Senator Brete. You think they would be just as unhappy over this 
bill as if there were imports or quotas? 

Mr. Witxtsron. I think in the long run it reaches the same thing. 
The principal objection to this bill is that it is the taxpayer who 
makes up the difference, not the consumer, and also the extreme un- 
certainty as to annual appropriations for the bill. 

Those of us in the mining industry who saw what happened to 
tungsten in the previous last year or so, will do our planning for 
mining on a 1-year basis from now on. 

I am very much afraid that this bill means a liquidation of the 
American mining industry, because the industry cannot plan ahead, 
when it can only count on the appropriation that has already beer 
made for the subsidy. 

I wish it were other wise, but I, for one, after seeing the tungsten 
appropriations denied in the house, realize that any bill, no matter 
what the life of it, is assured of operation only so long as the appro- 
priations are forthcoming. 

We only know from January to January whether those will be 
forthcoming. I think that the mining industry is in the unfortunate 
position of where quotas, duties, tariffs, have been denied to it, and 
it has the very poor choice of this stabilization bill or a quick death. 

I think, and I may be wrong—lI hope I am wrong—I think this is 
the beginning of the end of the domestic mining industry, or possibly 
a little past the beginning. I think we have lost half of the market 
in the last 20 years and we are going to lose a large proportion of the 


rest of it shortly. 
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Senator Dworsnax. Do you think that the leaders of the domesti¢ 
mining industry and the Members of Congress can justify a com. 
placency, an indifference, an inaction, and permit the invitable re. 
sults that you forecast, with its repercussion on the national defense 
or national preparedness aspects ? 

Mr. Wiuuiston. Apparently a great many people don’t agree with 
me, Senator. They think I am all wrong. They think that this will 
keep a healthy mining industry going that will plan 5, 10, and 15 
years inadvance. Ican’tseeit. And I think I am right. 

Senator DworsHak. But you say that you think this plan will 
liquidate the domestic mining industry. 

Mr. Wiuiston. It will keep it alive as long as the appropriations 
are available. I feel that you have a good possibility of an appro- 
priation for the first year. I am not at all certain that there will be 
an appropriation for the second year. I think every mining in- 
dustry is in the same situation as Iam. We will have to look at that 
appropriation and say “We know we have enough money to last for 1 
year, but can we justify any expenditure for exploration, any expendi- 
ture for development, to get our ore ready for the second and third 
year’s production ?” 

I think if we are, in the light of what has passed, I think we 
are fools. A great many of us will do it, because we are fools. I 
have been in the mining business for 20 years, and I have been advising 
everybody else in the mining industry to get out for the last 7. But 
I have still stayed, so I am a fool. But I think it is getting very 
clear cut that the fools are not going to be around much longer. 

Senator Brste. They will be around just as long as there is money 
available, is that what you say ? 

Mr. Wuuston. They will keep on going and keep on mining until 
they can’t meet the payrolls, and will fold up. 

I am afraid that is what will happen. What I started to say— 
I didn’t mean to get off on that tangent. 

Senator Brste. I think your testimony is helpful to this committee, 
and I think you are well grounded in the problems of the domestic 
mining industry. I think you are a strong spokesman and a strong 
advocate of a good, strong domestic mining industry. What I was 
going to say was this: I think it is as apparent to us as it is apparent 
to many of us, that the road toward a protective tariff or a quota is 
a long, hard, difficult road, and we may get nowhere. 

Mr. Wiuiston. That is true. 

Senator Brste. Based upon that assumption, and if you were a mem- 
ber of this committee, then what would you do? 

Mr. Wiiuiston. I would amend the present bill, the Seaton bill, 
to include those additional minerals which were left out, and acci- 
dentally, possibly, or because of lack of pressure, and make an overall 
policy out of it, pass the bill, get the appropriations, hope for con- 
tinuing appropriations, and hope that some time within the 
next 5 years you would be able to reach the solid conclusion 
which means some sort of import control rather than a subsidy, which 
is starting here in the mining industry as it once started in the agricul- 
tural industry, and which would either grow and grow or if it stopped 
would kill the industry. 
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In other words, it is the only thing there is left available. If we 
cannot have tariffs, quotas, or import control of some sort, excise 
taxes, then this is the remaining choice, and those in the mining 
industry have very little choice. They can accept the present bill, 
or if they don’t want to live with the present bill, they can get out 
of the mining industry, because that is what is going to happen. 

Senator Cuurcn. I want to underscore what the chairman has said, 
Mr. Williston, because I think it does deserve emphasis. 

The very dilemma that the mining industry is faced with is the 
same dilemma that members of this committee who would like to be- 
friend the mining industry are faced with. Your point has been 
papatly put, and I think that is the picture as of now. 

Mr. Wi.uisron. There are under consideration before this com- 
mittee the Seaton plan covering copper, lead, zinc, fluorspar, and 
tungsten. There are two amendments to that bill; one by Senator 
Murray covering mercury, cobalt, and antimony. Mercury, cobalt— 
I might run down the line of where the production in the Western 
States come. 

In the State of Idaho, it produces all three of those. The State of 
Oregon produces mercury and antimony. The State of Nevada pro- 
duces or could produce, mercury and antimony. 

The State of California comes in the same category. 

The States of Washington and Arizona also have some mercury. 
Even the State of Texas has some mercury. 

I would like to express the deep hope that the committee will accept 
that amendment on those three metals to the bill. 

Senator Dworsuak. What will the cost be ? 

Mr. Wiuiston. Not very much. For example, the maximum on 
mercury is $50 a flask for 3,000—for 30,000 flasks. That is a million 
and a half. At the present time the Government is spending $8 mil- 
lion to buy mercury presumably at the request of the AEC. And it 
would be far cheaper for the Government to switch them over to this 
plan than to leave it under a stockpiling plan. 

It would also be much better for the industry if it were switched 
over. And the reason I say that at the present time the foreigners 
are taking the whole of the domestic market, and all of the domestic 
mercury is going to the Government. If this were substituted for 
it, then the foreigners would have to curtail their production to some 
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degree. 
The price might well fall. But it would get some restriction in 
production. 


Insofar as 

Senator Bratz. Before you get off of mercury, Mr. Williston; now 
this suggested amendment of yours proposes to do what insofar as 
mercury is concerned ? 

Will you just pinpoint that 1, 2,3, 4, 5? 

Mr. Wituistron. I will just get the figures. At the present time the 
Government purchase price of mercury is $225 per flask, San Fran- 
cisco. This is $75 below the price of a few years ago. 

Senator Bratz. Well, this amendment before me says $224 per 
flask, 

Mr. Wit1iston. The present Government purchase which runs 
until December 31 of this year : $224 is proposed under this bill, f. o. b. 
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shipping point, which is about a dollar. And it costs about a dollar 
to get it from the shipping point to San Francisco, the current pur 
chase price. The market price is $232, New York, which is about the 
equivalent of that. If the price went no lower, the industry would 
get nothing. 

Senator Bisie. Well, your formula comes into play if the price of 
mercury drops below $224 per flask. 

Mr. Wixuisron. Yes. 

Senator Braue. It covers it down to a drop of $50, is that correct! 

Mr. Wiuiston. Yes. 

Senator Breie. For a purchase of how many flasks? 

Mr. Wituisron. 33,000 flasks maximum. That is the total domestic 
production at the present time. 

Senator Brsie. Where does it say that ? 

Mr. Wituiston. 33,000, that is line 8 

Senator Brste. The maximum liabilities then. 

Mr. Wiiutston. Would be a million and a half dollars. There 
might well be no liability at all if the foreigners don’t see fit to 
break the price. I might add that mercury is a rather peculiar metal 
in that we are competing with the Spanish Government, which used 
to be in the Italian cartel. We had cartel competition for the last 20 
years. Sometimes it gets pretty rugged. 

Senator Crurca. Do you mean now that there is some competition 
between the Spanish Government and the Italian cartel ? 

Mr. Witusron. They still quote prices and allocate markets but 
they say there is no agreement. 

Senator Cuurcu. Thank you. 

Senator Brsie. For the record how do you arrive at the figure of 
33,000 flasks per month ? 

Mr. Wituiston. That was last year’s production. 

Senator Bratz. What about the average production / 

Mr. Witurston. We produced at the rate of 60,000 flasks per year 
in 1948. We went to nothing in 1949 when the cartel absorbed the 
duty and knocked the price down to what would be the equivalent 
of 21% cents a pound for lead. We all went out of business then. 

But the industry has been in continuous operation for over a hun- 
dred years. It is not a hundred years. It is not a fly-by-night in- 
dustry at all. 

Senator Bratz. How do you arrive at a figure of—a maximum 
figure of $50 per flask ? 

Mr. Wituisron. The basis of that figure is that one-half of the 
Italian production, the domestic industry estimates that one-half 
of the Italian production has a cost of about 175. So at a maximum 
support of 50, if it went below that, it would shut down half of the 
Italian industry as well as the United States industry. 

At least we would have company. 

Senator Brete. You believe that is the lowest it could fall? 

Mr. Wiuisron. Well, no, that would cut down half of the pro- 
duction. 

Unless the Spaniards increase their production, which is possible— 
I have a little comment on that which is certainly bad news to the 
industry—I might put it in here. 
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In the last 3 months the International Monetary Fund and the 
Foreign Besnotiric Administration—I think those are the right in- 
itials—loaned $22 million to Spain. Last week the Spaniards ordered 
two more furnaces to double or somewhat more than double their pro- 
duction. We already have 50,000 flasks a year excess production. 

We have just loaned the Spaniards enough money to double the 
world surplus. I presume they will do that. As far as the State 
of California is concerned, it is a very— 

Senator Brste. You say that was pursuant to an American loan / 

Mr. Wituiston. Two loans. One from the International Monetary 
Fund and 1 from the—is it FEA—Foreign Economic Administra- 
tion—1 was a giveaway, I believe, and the other 1 was a loan. 

Senator Binte. They were American dollars / 

Mr. Wituisron. Yes. 

Senator DworsuHak. You mean under the foreign-aid program ? 

Mr. Wituiston. Yes. 

Senator DworsuHak. How much was made available ¢ 

Mr. Wituiston. Twenty-two million dollars was made available to 
Spain. And concurrent with the granting of the loans, the Almaden 
Mines made a final order for 2 furnaces which they had been talking 
about for some 3 years, but had not ordered. 

Senator Dworsuak. That was then under the program that the 
Senate voted to continue just here last week ¢ 

Mr. Wiuisron. I believe so; yes. It is a very interesting thing— 
Iam sorry Senator Kuchel isn’t here—it is an interesting thing for 
Senator Kuchel—a manufacturing plant in his State makes a gross 
sale of $1 million. The plant is exported and set up in Spain and puts 
out a product which may well replace a $4 million-a-year-gross indus- 
try in his own State. That is what we call exporting and. importing, 
is it, Senator Dworshak ? 

We export the furnace and import the product. 

Senator Dworsuak. I don’t know. I don’t think I would make 
any comment. It is beyond my comprehension. 

Mr. Wiuiston. I ama little off the track. 

Senator Brste. May I ask again simply for the record at this point: 
A flask contains what, about 75 pounds 

Mr. Wituiston. Seventy-six pounds. At the very bottom of the 
page the term “Flask: A steel container holding 76 pounds of prime 
virgin mercury. 

Senator Binur. Again if I may ree apitulate your testimony : If the 
suggested amendment for mercur v is incor porated i in the Seaton plan, 
the total possible maximum cost to the United States Government per 
year would be $144 million ¢ 

Mr. Wituiston. Maybe a hundred thousand more than that. 

Senator Biste. Approximately $114 million ? 

Mr. Wiuuisron. Yes. 

Senator Brste. Thank you. 

Now would you like to develop the next thing? 

Mr. Winston. As far as cobalt is concerned, and antimony, those 
figures are in there as the absolute minimums, I believe. The domestic 
antimony industry or the domestic cobalt industry could survive. 

It may well be that you will have witnesses from antimony that 
would like to testify on that. But those I am quite sure are the mini- 

mum that they could exist on. 
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Whether they could be at all he#ithy or not, I wouldn’t say. 

Senator Brie. Well now, going to cobalt first in the same manner 
as we did mercury, you set a floor price of $2.35 per pound free on 
board shipping plant for cobalt ? 

Mr. Wuuiston. The United States market price is $2 a pound. §o 
this is actually 35 cents above the present market price. It was $2.35 
less than a year ago. 

Senator Brste. You propose a maximum purchase per year of 
4 million pounds of cobalt. Now what is the domestic production 
of cobalt at the present time? 

Mr. Wiuiston. That is 4 million pounds. It is roughly 40 percent 
of domestic consumption. It is slightly below the 50-percent figure 
of what we were talking about what was reasonable for domestic 
supply. 

Senator Brsitz. The 4 million pounds is actually the domestic 
production in 1957. 

Mr. Wituiston. Yes. Very close to that. 

Senator Brste. You pay a maximum of 40 cents per pound. 

Mr. Wiuiston. Or a maximum cost to the Government of 
$1,600,000. 

Senator Brete. Thank you. 

Now would you develop antimony in that same manner? 

Mr. Wuuston. The regulated price is 50 cents. The current quoted 
price is 

Senator Bratz. What do you mean by “regulated price”? 

Mr. Wituston. Well—what does he call this—the stabilization 
price is 60 cents a pound. 

Senator Brix. How do you arrive at that price? 

Mr. Wituiston. That is about the lowest price that I have heard 
of that any antimony operator could operate at in the continental 
United States. There may be very little production at that point. 
But there would be some. Now, the present market price is 29 cents. 
That would mean a premium, actual premium, of 31, although anti- 
mony here it says, 25. 

Senator Bratz. Using the figures you have taken from 

Mr. Wiiuiston. With a maximum of 3,000 tons. 

Senator Brsrx. It looks here—it says antimony—that is right, 
3,000 tons of antimony. 

Mr. Witutston. 3,000 tons, yes. 

Senator Bratz. What would be the maximum cost? 

Mr. Wituiston. The maximum is 

Senator Breie. 25 cents per pound ? 

Mr. Wituisron. Yes. 

Senator Bratz. Multiplied by 3,000 tons? 

Mr. Wituiston. By 3,000 tons, yes. 

Senator Cuurcu. A million and a quarter, isn’t it? 

Mr. Wixuiston. Yes. 

A million and a half. 

Senator Brste. The total cost of the figures under the Murray 
amendment would be 1 million and a half for antimony; is that 
correct ? 

Mr. Witutston. Yes. 

Senator Brstz. Now, proceed in your own manner. 
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Mr. Wiuiston. Also before this committee is Senate bill 3816 
which covers chrome, beryl, and columbium-tantalum. I believe you 
have — heard from members of the chrome industry. And I 
think you also heard from columbium-tantalum producers. The fig- 
ures in this bill are, again, the minimum possible figures which would 
maintain any industry at all. 

I would imagine that the committee may well combine this bill 
with the other one when it may take any action on this. 

Mr. Repwine. May I interrupt at this point, Senator? 

Senator Bratz. Yes. 

Mr. Repwine. I helped prepare this bill for Senator Murray. I 
would like to point out that this bill for all practical purposes is 
title 2 of S. 2475. It was introduced last year by Senator Watkins 
on the recommendation of Secretary Seaton. The major change 
that has been made in it is that the subsidy price for chromite was 
raised from $21 per short ton, as recommended by Secretary Seaton, 
to $46 per ton. 

But this is basically title 2 of the Seaton bill of last year as a part 
of the long-range minerals program. 

Senator Brste. Might I ask a question, Mr. Williston ? 

Does S. 3816 carry out the philosophy of the stabilization plan? 

This is really an outright purchase, isn’t it ? 

Mr. Wiuiston. No. This again is the subsidy. It pays so much 
aton. And you have to market the material yourself. 

Senator Bretz. Oh, I see. It is called production incentive pay- 
ments. 

Mr. Wituiston. The only difference between this and the Seaton 
stabilization plan is that these are fixed amounts per ton of produc- 
tion regardless of what you may get it out of the market. That is, it 
isn’t a scaled-down proposition. It would be $46 per ton for chrome 
for every ton produced. 

Corresponding figures for beryl and columbium-tantalum. 

Senator Brae. Is it necessary to have a sale under this proposed 
bill before it goes into effect ? 

Mr. Wiuuiston. Yes; and actually it is under the other bill too— 
under the stabilization plan. The stuff must be produced and sold. 

Senator Brete. Yes. I recognize that. 

Mr. Wiuuiston. These are very similar. It might well be they 
could be included in the same bill. They are so nearly alike in their 
mechanics that they might be included together. And it might be 
advisable to do so. 

Senator Cuurcn. I think, Mr. Chairman, at this point it might be 
appropriate to comment, that Mr. Porter, representing the Colum- 
bium-Tantalum industry testified before this committee yesterday 
that the provisions with respect to columbium-tantalum here were 
utterly deficient in that quota prescribed was not sufficient to make 
it possible for any operator at present to continue operation unless 
that quota is substantially expanded. 

Mr. Wiuuiston. That is true. Originally the Porter contracts ran 
for another 2 years. The figures in here are for the smallest. small 
operation that could possibly operate. 

Mr. Porter is operating a dredging operation, which you can’t 
make too small. It might well be that it should be changed and 
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enlarged to include not necessarily the total but the size of the largest 
individual operation which could comply. 

The other figures may need adjustment. But the price, I think is 
reasonably acceptable. 

Senator Cuurcn. He had no objection to the price. It was entirely 
on the basis of the quota. t 

Mr. Witirston. The main thing was these things I have felt all 
along should be included together. We are not going to have a na- 
tional minerals program if we have copper in one bill and lead and 
zine in another. I think it would be preferable if we tried to cover 
them all at once. 

So many of the very small metals can’t afford to come back even 
to give the story to a very receptive audience as we have here, as a 
Senate committee is. 

There is one other amendment proposed and that is Senator Allot’s 
amendment for lead and zinc. I might suggest, Senator, that that 
same procedure might be very suitable for a great many other metals, 
Very briefly, an allocation of tariff rec eipts is very satisfactory where 
the size of the domestic industry is less than half of the total consump- 
tion. 

When it becomes over half of the total consumption, then there isn’t 
enough money available under tariff receipts to do the job. 

Senator Atnorr. That is right. You reach a diminishing return. 

Mr. Wituiston. But on several of the others, when the imports are 
twice the domestic production, then an allocation of tariff receipts 
essentially triples the duty, because you have twice the duty which 
raised the original price plus twice for allocation which means roughly 
three times the original duty which in many cases will do the wor k. 

I think it is something that you might give serious thought to, espe- 
cially in regard to some of these smaller materials as the source of 
money to do the job. 

And it removes one of the most serious drawbacks of the present bill 
in that it might not require—and I merely say “might not”—require 
an annual appropriation to assure continuance. 

Senator Atnorr. Let me ask you this: What would you say—and 
my thinking is somewhat nebulous—but if we could diminish the pros- 
pects by some means of having to depend in addition to my amendment 
of having to depend on annual appropriations, would the present bill 
become more attractive to you from your point of view ? 

Mr. Wituiston. Oh, much more. 

Senator Atiorr. Now, let me ask you this. I don’t want to go over 
lost ground. But I think we are all agreed that this area, as pointed 
out, is controllable generally in 1 of 3 ways: Either by means of quotas; 
either by means of tariffs: or by the means that the Secretary has 
offered in this instance of these subsidies. I must say that I have a 
great many reservations about this whole plan. 

However, I think my amendment, if we are going to go this way, 
will be of considerable assistance. But I feel, I personally feel—and 
the time has passed when we can retract—that perhaps we all made 
a grave error in not accepting the prince iple of the import excise tax last 
year and trying to work something out of it instead of putting holes in 
the ground and bowing necks, to use a good old western expression. 
Because this was something we had. 
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The Secretary had gotten the State Department to agree to it. And 
vet In my opinion it would have had the same effect as tariffs. And 
apparently the time has gone now when we can retract back to that 
and start working upon that basis. 

There are some questions about this present plan which cause me 
grave concern. And anyone who has lived with Colorado—and I hap- 
pen to have lived in an agricultural part of Colorado primarily for 
30 years—can’t help but think twice and seriously about engaging on 
a Government subsidy program when they see what it has done to 
Colorado; when I realize that I just paid out of my income taxes 
$43,000 to one of my poor farmers in Prowers Couniy, Colo., in the soil 
bank; then I am wondering just how smart we all are. 

But on this particular situation, 1 am fearful that it may have a 
long-term effect upon the miners, which will get us substantially into 
the same place where the agricultural situation is in this country. 

If we had purposely tried to make a mess out of it, we couldn’t have 
done a better job. 

Now, I have just this tosay. It is something I have remarked about 
before, and I would like you to comment on it. 

The answer to this situation is the writing of a bill by Congress and 
the passing of a bill by Congress, which will set up that it is the 
national policy of this Government to maintain production of minerals 
at a stated level, isn’t it? And isn’t this the place for us to begin? 

Then having adopted this as our national policy, we have this as a 
backdrop and background against which to insist upon action by one 
or the other or 1 or more combinations of these 3 things. 

Mr. Wituiston. I think you have nailed it right to the mast right 
there. 

We have to have a policy. The policy has to be set in high places. 
It doesn’t have to set the figures. It does have to set that overall 
objective. If the Congress and the President could agree that the 
national policy for minerals called for a maintenance of 50 percent of 
domestic consumption where possible, or at the highest level that has 
been attained in the last 5 or 10 years when the 50-percent figure is 
not possible, then the agencies, the Congress, everybody, would have 
something they could put their teeth in and work out the best way 


of doing it. 

Senator AtLorr. You can be more specific than that. I think the 
difficulty, the thing that has balked everybody in this field, is that they 
say that wouldn't work; that would be all right for tungsten or lead, 
but my gosh, look what that would do to antimony, or vice versa. But 
I think we could write a program. 

It might have 50 or 60 or TU paragraphs with respect to various 
minerals depending upon what the production of that mineral bears 
to our national use and to world supply; but I can’t see any hope in 
this area until Congress states what its policy with respect to the 
preservation of mineral production is. But only then can you pin it 
toanything definite. 

Otherwi ise you are going to be constantly coming up } year after year 
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on a series of makeshifts. I have only been here for 3 years. But 
that is what we have been doing for 3 years. 

Mr. Winuistron. I have been coming back here since 1940. 

Senator Brete. Thank you for your observation, Senator Allott. 


Did that conclude your testimony in chief, Mr. Williston ? 
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Mr. Wiu1stTon. I believe so, yes. 

Senator Bratz. I recognize Senator Dworshak ? 

Senator Dworsuax. Mr. Williston, you recall that recently it was 
“ees that aluminum be included in this program. 

r. Wituiston. Yes. 

Senator DworsHax. What would the consequences of that be go 
far as cost is concerned ? 

Mr. Wiuuisron. I don’t recall the total aluminum production figures, 
But they are very high. 

It is in the same category as copper would be; maybe $50 million a 
year. Ireally don’t know. 

Senator Dworsnak. Is there any possibility that iron ore might be 
included ? 

Mr. Wiutston. If you open the door, I don’t see why iron ore 
wouldn’t be eligible to come in. 

Senator Dworsuak. I agree with my colleague from Colorado that 
probably it is the responsibility of the Congress to outline some spe- 
cific policy to meet this situation and solve this problem. 

But when we propose doing that we must be cognizant of the im- 
plications with which we must cope insofar as including all minerals. 

In other words, if you are going to have a subsidy program for a 
single mineral, then, without showing discrimination, it is reasonable 
to assume that every mineral will ultimately be proposed for inclu- 
sion in such a program; is that correct? 

Mr. Witutston. That is right, Senator. 

Senator DworsHax. You read within the past day or so that it is 
proposed to stockpile about $82 million worth of copper. 

Mr. Wuuiston. Yes. 

Senator DworsHak. We had a lot of discussion on stockpiling as a 
stopgap measure for the last 4 years. Undoubtedly, this program has 
proved beneficial in many ways—lead and zinc and other minerals. 

What was your reaction to this proposal that now there be expanded 
a stockpiling program of copper ? 

Mr. Wiiuiston. Well, I am not in the copper industry. I cannot 
speak for the copper people. But stockpiling, it is quite evident 
that you can’t go on and have the United States taxpayer buying world 
surpluses of metals at a price which is barely enough to get the 
domestic producer by, but is highly profitable for the foreigner, and 
go on for ever and ever doing it. You are going to have to stop some 
time. 

Senator Cuurcu. Especially after you reach the point where any 
reasonable assessment of the national strategic needs in time of crisis 
has already been stockpiled. 

Mr. Wixtiston. Well, on copper, much of the time when they wanted 
to buy copper there was no copper available. And I think the copper 
stockpiles are probably less overloaded than some of the other metals. 

Senator DworsHak. Do you think there is also this aspect of this 
proposal: That there is great distress in the lead and zinc industry; 
and if there is to be stockpiling of copper at this time, it is only rea- 
sonable to assume that there should be additional stockpiling of lead 
and zinc, notwithstanding that the lead and zinc industry has con- 
tinually pointed out that a stopgap measure should not be continued 
indefinitely because of the adverse consequences ? 
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Mr. Wuuiston. That is true. 

Senator Dworsnak. But if you are going to eliminate discrimina- 
tion and we are going to resort to stockpiling, it is an admission that 
we rely entirely upon stopgap measures. 

And that is bad, is it not ? 

Mr. Wituisron. That is very bad. And I think that we have been 
relying on stopgap measures for at least the last 3 years. 

nator DworsHak. Four years when we started the stockpiling. 

It was a good proposal at that time on a temporary basis. But that 
temporary status has continued indefinitely. 

Mr. Wituiston. It is manifestly impossible that if you set a price 
for stockpile purchases and you set it high enough to keep the domes- 
tic producer going, you have also set it high enough to make it quite 

rofitable for the foreigner. 

And then if you proceed to take it all off the world market, it is 

oing to be a steadily increasing rate, and the load is going to get 

eavier and heavier. 

Sooner or later you have to stop it. The taxpayer can’t carry the 
load. 

Senator Dworsnak. In Africa and elsewhere they can produce al- 
most unlimited quantities of copper. 

Mr. Wuuiston. They can produce it for much less than we can. 
If you set a stockpile price of 2714 cents here, it is enough to keep the 
copper people going. But it is very profitable for the African copper 
producer. The higher the price and the longer it goes, the more it will 
expand. And that has been given as the principal objection to barter. 

Only if you can say, we can keep it up forever, will it work? Be- 
cause when it stops, it is exactly like taking opium or morphine; it 
may feel all right when you are taking it, but when it stops you are in 
trouble. 

Senator DworsuaK. Can we dilute our dollar 

Mr. Witutston. If you diluted the gold value of the dollar, all these 
things would stop coming in. I got into a little conversation about 
rold the last time I appeared before this committee. I am somewhat 

esitant to open my mouth. 

TI will only refer to our gold-insulated inflation. 

Senator Brste. Senator Dworshak. 

Senator Dworsnak. That is all. 

Senator Bratz. Senator Church. 

Senator Cuurcu. I only want to say this. I want to commend you 
for making an observation which seems to me to be very sound. 

I have not as yet passed judgment upon the validity of 1-year 
stockpiling program for the copper industry, because as yet I haven’t 
had a chance to make a full assessment of the facts in that case. But 
as a general proposition, it seems that stockpiling is not only to be 
regarded as a stopgap measure, but it can be justified only when legiti- 
mately related to a public object. 

That is to say, if we have a strategic need for a stockpile of metals, 
then a stockpiling program can be justified, and the use of taxpayer’s 
money can be justified, because the stockpile itself is intended to have 
value to the country, particularly in time of emergency. 

But once you get beyond that point, then it seems that there is no 
longer a legitimate public need being served by the stockpile. 
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And the observation that you have made that stockpiling as q 
device to protect domestic mining is a kind of “frankenstein” device: 
because as it stimulates foreign production, it increases the level of 
foreign production; and when you come to that point where you haye 
got to stop stockpiling because there isn’t any more money or any 
more justification or excuse in the public interest for doing so, then 
you find that your domestic market is flooded by this increase level 
of foreign production. 

It is like trying to put out a fire by heaping more coals upon it, 
And in the end it disserves the industry rather than serves. 

Mr. Wiuuiston. That is right. I think many times it is justifiable 
to get out of spots that maybe poor judgment or poor planning haye 
gotten the industry in the country into. But it is certainly no good 
for a long-term program, 

Senator Attorr. I would like to add my little to that. I think 
that the Senator from Idaho is completely correct in this thing. 

It is not popular to say among a great many miners. But I can’t 
come to any other conclusion but what stockpiling has many bad end 
effects. 

I think it has a price-depressing effect no matter what kind of limi- 
tations you put on getting it out of the stockpile. 

And as he says, it opens up the whole world market. 

You create an artificial appetite for ore which is not satisfied. And 
as a consequence you end up to the place you can’t afford stockpiling 
any more. And you don’t get money from Congress. And there 
you are. 

That is when the time comes to pay the piper. 

Mr. Wiuiston. Yes. 

Senator Brae. Senator Church, did you have further observation? 

Senator Cuurcn. No. 

Senator Biste. Mr. Williston, did you complete your testimony ? 

Mr. Witutsron. I believe so. 

Just in conclusion I certainly hope that the committee will see fit to 
carry all of these minerals in one bill, rather than leave them split 
up and lying around to be lost in the desert. 

Senator Birsie. Does that include iron and aluminum / 

Mr. Witutston. No, they haven’t been in here. 

Senator Brste. Thank you very much, Mr. Willison. I think prop- 
erly at this place there should be inserted in the record a table handed 
to me by the Staff indicating the total possible cost of Senate bill 
3816 showing that beryl would cost $400,000; chrome $4,600,000; and 
columbium-tantalum $352,000 maximum. 

These are figures furnished me by the staff, and totaling $5,352,000. 
This should properly be made a part of the record in view of your 
testimony of S. 3816. 






Torat PosstsLteE Cost S. 3816 ANNUALLY 
os Se aclegihe a ee _ $400, 000 
I gh Ro Sob et ey eo ___ 4, 600, 000 
Columbium tantalum-___-..-..----._-- fae ipiseeite eae. Leyes bab Be 352, 000 ' 


Senator Birnie. I believe we have one additional witness this after- 
noon. We are glad to welcome here this afternoon Bob Palmer. _ 

Senator Atnorr. Mr. Chairman, I think it is hardly necessary to In- 
troduce Mr. Palmer to this group. Mr. Palmer has been for many 
years, as you know, secretary of our Colorado Mining Association. 
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And I think he is as well acquainted overall with the mining problems 
of this country for the last 25 years as anyone, 

Iam very happy to introduce him to the committee. 

Senator Biste. We are happy to welcome you to the committee, Mr, 
Palmer. 

You may proceed with your prepared statement as you wish, Mr. 
Palmer. 


STATEMENT OF ROBERT S. PALMER, EXECUTIVE VICE PRESIDENT, 
COLORADO MINING ASSOCIATION 


Mr. Paumer. My name is Robert S. Palmer. And I appear here as 
executive vice president of the Colorado Mining Association, in answer 
toa letter from the chairman of the committee inviting me to appear 
again before your committee. I wish to thank the chairman in par- 
ticular for his invitation to again appear and to thank each and every 
member of the committee for the consideration that you have given 
to the problems of the domestic mining industry during the last 
sessions of Congress. 

In the main I wish to agree with the statements that have been made 
here by Mr. Charles Schwab who is chairman of our emergency lead 
and zinc committee, of which I happen to be a member representing 
our area, 

I would like to in further explanation say that this statement was 
prepared in Pueblo this last week at a meeting of mining people from 
the entire area and does represent their viewpoints which are unani- 
mous. 

There has been some comment in the press that the industry has on 
occasion been divided. And in this instance, at least as far as the 
people I represent are concerned, they are unanimous. 

The domestic mining industry, in its efforts to survive the inroads of 
cheap foreign competition, has advocated the imposition of proper im- 
port duties on copper, lead, and zinc, and suggested incentives for the 
production of other minerals such as fluorspar and tungsten, in order 
to equalize mining opportunities and incentives within the United 
States with those abroad. Higher costs imposed upon us through 
maintenance of American living standards and increased burdens 
placed upon us by government have pushed us to the point where we 
have been priced out of our own markets right here in the United 
States. 

I think sometimes that is overlooked, Mr. Chairman, that we are 
fighting for our own domestic market for our products. 

We find ourselves in a similar predicament to that described by 
R. L. Gray, president of the Armco Steel Corp., at the recent meeting 
of the American Iron & Steel Institute, who asserted that— 

Until the wide gap between our own and foreign production costs is narrowed, a 
reasonable degree of tariff protection is absolutely essential. 

I might say at a recent meeting in Pueblo that the steel industry 
there is starting to feel the effects of imports from cheaper areas. 

He attributes much of our present predicament to the high cost of 
American labor and contends that— 
we are going to have to eliminate it if we are going to stay ahead of, or even keep 
up with, really progressive competition from abroad. 


27255— 58—pt. 2 22 
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Importing foreign metal is, in effect, importing foreign labor in 
preference to using domestic labor. Apparently, the loss of jobs to 
American miners and the staggering effect upon the economies of the 
areas in which mines are located does not impress the representatives 
of our State Department as much as persuasive headlines in the for- 
eign press. Recently, however, its spokesman has admitted before 
your committee that domestic producers are in trouble and are en- 
titled to consideration. 

In presenting our solution to the Congress, we have adhered to the 
recommendation of this committee that a realistic minerals program, 
computed on a long-term basis, be proposed rather than one designed 
only to arrest the sharp downward trend in the domestic production 
of certain minerals and to prevent a permanent loss of productive 
capacity in the mines involved. 

The lsceactanee health of the industry, so essential to our basic 
economy, requires not only a reasonably stable market for the produe- 
tion of our larger mines but encouragement for the entrepreneur, the 
prospector, and the small miner. 

And here we wish to congratulate our senior Senator for his consid- 
eration of the problems of the small operator in this State. 

We have attempted to get to the source of our trouble, which is 
caused by a worldwide overproduction, and have proposed the cur- 
tailment, to a limited extent, of the flow of surplus materials from 
expanded production centers abroad to our markets. We have at- 
tempted to avoid the necessity of placing additional burdens upon the 
taxpayers of the United States, which has been the basis of so many 
other programs adopted by our Government to preserve other 
industries. 

It has often been said that the mining industry is one of the few 
industries within the United States which still partially operates 
without effective protection from cheap competition abroad or with- 
out the benefit of a subsidy program. 

Numerous supplies used by our industry are purchased at costs de- 
termined by Government support prices. Wages we pay are in no 
small measure used to buy agricultural products inflated by Govern- 
ment supports. Our freight rates, computed largely by Government 
decree, are higher than those imposed on foreign competing metal 
and concentrates which arrive in our ports in subsidized ships and 
are sometimes paid for in dollars inadvertently, or perhaps pur- 
posely, established at rates of exchange which provide an additional 
scubsidy, and these mineral products sometimes come from mines and 
treatment plants which are financed by direct loans or grants made 
by a Federal Government agency or an international agency, mainly 
supported by the American taxpayer. We purchase still other prod- 
ucts from our manufacturing plants at American prices, based on 
American costs of production, protected by realistic tariffs. 

Our problems are real, on have been growing more difficult to 








solve each year. The distressed condition of our industry is showing 
its effect upon the economies of the areas in which mineral produc- 
tion generally takes place, and unless some help is soon extended to 
us by our Government, even greater damage will result. 

I am sure every member of this committee is familiar with the ex- 
perience under Public Law No. 733. 
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Proposals to pay incentives to certain segments of the industry 
are not new. Our recent experience with Public Law No. 733 en- 
acted by the Congress and approved by the President on July 19, 
1956, illustrates the hazard of planning and conducting mining 
operations, the success of which depends upon the making of appro- 

riations by the Congress. 

This law established a Government procurement program for tung- 
set, fluorspar, asbestos, and columbium-tantalum-bearing ores for a 

riod set forth as ending December 31, 1958. Funds were made 
available by the Congress for a short time following the passage of the 
legislation but when a deficiency appropriation was needed to carry 
on the program, appropriations were refused and many tungsten 
miners in Colorado and other States were forced into bankruptcy. 

That program differed from the Seaton program in that it did con- 
tain a realistic price for tungsten—less than the price which had been 
formerly paid to certain foreign producers, but nevertheless estab- 
lished a price on which the tungsten industry could have lived during 
the period set out had the appropriations to carry out its provisions 
been forthcoming. 

Clearly, then, any program for the mineral industries which is 
dependent upon appropriations to be made annually by Congress would 
involve additional hazards which would deprive those segments of the 
industry affected of the stability which the domestic mining industry 
must have if it is to continue as an important part of our economy. 
Mining requires long-term planning and reasonable protection from 
such hazards, to be successful. 

The stabilization prices set forth in the Seaton proposal are not 
realistic from a current-cost standpoint, nor do they take into con- 
sideration continuing inflationary trends. 

In the previous session of the Congress, the Secretary had recognized 
the base figures used by the industry; namely, 17 cents for lead and 
141% cents for zinc. We believe the lower stabilization prices would 
gradually starve the domestic industry out of existence. Marketwise 
the plan undoubtedly would keep the price of metals depressed between 
even lower levels and the inadequate stabilization prices set forth 
in the proposed legislation. Numerous mining operations were losing 
money through the production of metals at prices above those stipu- 
lated in the proposed legislation and could hardly be assumed to con- 
tinue under the amazingly low stabilization prices suggested. 

If the stabilization prices were raised by the Congress to a realistic 
basis, there would still exist the difficulty of securing an annual appro- 
priation from the Congress. Payments would have to be made on a 
shipment-by-shipment basis, particularly to the smaller operators who 
must meet payrolls and other expenses on a month-to-month basis. 

Quarterly adjustments would work extreme hardships on most of 

these shippers who have been forced to exhaust their reserves, awaiting 
remedial action by the Tariff Commission, the Congress, or the Chief 
Executive. 
_ These operators want no part of the bureaucracy which would be 
involved in the analysis of marketing contracts which would be neces- 
sary to arrive at the definition of amounts to be received as stabilization 
payments as determined by the Secretary. Tax questions would be 
involved which would have to be determined by additional complex 
procedures. 
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I might relate that what we are discussing there was our experience 
under the premium price plan where certain additional payments were 
made to producers in the United States above the ceiling prices. And 
the question then arose as to tax- gathering agencies, where that was 
a direct income from the production of metals partic ularly in those 
States which had extraction taxes. 

Treatment and transportation costs would be assessed, presumably 
on the amounts received in total payment, including stabilization 
prices—or would they, under the terms and conditions of the pro- 
posal ? Ry 

Apparently the program is designed to keep present mining opera- 
tions on a limited basis and does not take into consideration newly 
discovered ore bodies or the possible exhaustion of old ones. 

It is not clearly set forth how quotas w ould be established. Would 
they be on a mining, district, or State basis? Could one operator or 

a group of operators produce the entire quota to the exclusion of oth- 
ers? The proposal unjustly fixes a quota for domestic operators 
while the Secretary opposes a quota for foreign operators. 

The American mining industry is willing to divide its market with 
friends and neighbors but not to the total exclusion of the domestic 
producer. 

The automatic provisions of the bill, as set forth in section 2 (a), 
are commendable in that they attempt to establish by law a method of 
payments and a limitation for small operators which alleviates the 
criticism of arbitrary manmade determinations. 

The tungsten section is objectionable in that the amount of the sta- 
bilization payment is unrealistic if we are to maintain a domestic 
tungsten industry. The amount of tungsten ore or concentrate to be 
procured from inventories of producers produced after July 1, 1956, 
should be spelled out instead of handled on an indefinite and improb- 
able basis. A large domestic mineral producer who may compete 
with a foreign producer is placed at a disadvantage by the limitations 
enumerated in the proposal. 

Senator Brstz. Did you make a suggestion at that point as to what 
price they could stay in business at / 

Mr. Parmer. As you may recall, Mr. Chairman, there was a small 
mine amendment on the original tungsten act which provided for a 
larger payment for the producers of a limited tonnage. 

Senator Bratz. I think I recall that. I think that payment was 
$63 rather than $55 in that particular legislation; is that correct ¢ 

Mr. Patmer. It was at one time. I believe it was changed to $55 
a little later. At any rate, it was more than the base provision of 
the bill. 

You may recall that that provision carried by a vote of this com- 
mittee and passed the Senate and then was deleted in the House com- 
mittee on the recommendation of certain large tungsten interests and 
the objection of the Secretary of the Interior as to the difficulty of 
administration. 

It was pointed out in the hearings at that time that there are dif- 
ferent types of tungsten ore. In the Boulder C ounty area, for exam- 
ple, in Color ado, we havea ferberite ore as compared to the type of 
ore you have in the main in Nevada which is, of course, sheelite. It 
was felt at that time in order to keep some of those mining companies 
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ging and to bail them out that that additional price should be paid, 
and that the little operators would be taken care of. 

It was my understanding that the objection was raised in the House 
Subcommittee on Appropriations to appropriation for that bill on 
the basis, the primary basis, that certain concerns were receiving the 
primary benefits, and that the distribution had not been equalized. 

And I know the chairman of that subcommittee, and I know him 
very well; and I have a very high respect for him; and I would like 
to say that there was some merit in his criticism of the provisions 
of that particular bill. 

Here I would like to commend this committee, because I feel that 

had the decisions of this committee prevailed that the likelihood of 
a turndown in the Subcommittee on Appropriations in the House 
would not have been as great in my opinion. 

Senator Bree. Right at that point, before you go further, just to 
clarify your thinking: Do I understand that you are making the 
suggestion now that this committee insofar as tungsten is cone erned, 
over and above the stabilization price which was suggested by the 
Secretary of $36 per unit, there should be an adc litional price of $55 
aunit for small producers? Is that what you are saying ? 

Mr. Parmer. Well, I would say that our producers in Colorado 
now advocate a $42 price for small producers. 

Senator Bistx. How would you define small producers if you were 
drafting the legislation ? 

Mr. Paumer. Well, I believe in that legislation that the term 
“thousand units a year” was used. 

Senator Brete. You use that measure as a small producer in the 
legislation now before us. 

Mr. Patmer. That would be satisfactory for our area. 

Senator Biste. What you are saying is that as far as your area is 
concerned you would pay those tungsten miners who produce less 
than a thousand units per year at the rate of $42 per unit; is that 
correct ¢ 

Mr. Pautmer. Well, I am not defending the thousand units; I am 
simply saying that that would be acceptable to many of the small 
operators in our area. It could be a larger amount. I believe that 
the 5,000-unit idea was used in one piece of legislation. Whatever 
it is, it would be helpful to small operators w ho depend entirely for 
their livelihood upon the operations of their mines. 

Senator Brste. You figure that the price per unit should be $42 
rather than $36? 

Mr. Parmer. That was the suggestion made by the operators in the 
Boulder County area 

Senator Bite. Thank you. 

Mr. Parmer. American industry should have the right to compete 
with mining operations being carried on in foreign lands on a fair 
and equit able basis, involving adequate consideration for current 
American living standards and costs of production. 

Any program which does not include economic factors involved in 
the production of a product is unsound and will provide no solution 
to our current difficulties. A sound, long-range mineral program 
should contain ample provisions for encouragement of the develop- 
ment of our Nation’s mineral resources, as well as production, 
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Our Nation cannot long survive or maintain world leadership mq 
metallic age without a healthy, going domestic mining industry. Con- 
sumers have found out, through bitter experience, that when we place 
total reliance on foreign production, we pay what the traffic will . 
Our national interest should be protected and the safety and securit 
of our people safeguarded by the adoption of a measure which will 
prevent further destruction of our domestic mining industry. 

It would seem that— 
the welfare of the mining industry of the United States is secondary to our 
relations with friendly foreign countries which depend upon the United States 
as a market for a significant portion of their exports— 
if we are to accept the testimony of the Deputy Undersecretary of 
State for Economic Affairs before your committee as a declaration 
of policy on the part of our Government. We believe that the wel- 
fare of the domestic mining industry of the United Sttaes is of vital 
importance to the continued growth of our country and the main- 
tenance of our standards of living. It is unwise for any government 
to continue a policy of inaction and stand by while one of its basic 
industries is being forced into bankruptcy. 

Here I would simply like to make the observation, Mr. Chairman— 
I haven’t been fully advised—but it is my understanding that our 
Government has announced now that it will alleviate the difficulties 
in the copper industry by the purchase of a large amount of copper, 
which is the quotation in this morning’s Wall Street Journal. But 
I would like to call the chairman’s attention to the fact that in the 
American metal markets today there is a statement made that the Brit- 
ish Government is offering to sell copper from its stockpile. So, ap- 
parently, this amounts to our Government buying copper on the mar- 
ket and the British Government, to satisfy some situation, selling it. 

Senator Brste. Selling towhom! Iam notclear on that. 

Mr. Pater. Selling on the open market. 

Senator Bratz. As I understand the departmental position of the 
copper stockpile—and I have before me an official release of the De- 
partment of the Interior—the proposal is to modify the proposed 
stabilization plan by offering and supporting a 1-year stabilization 
stockpile program for the purchase of up to 150,000 tons of domes- 
tically mined copper at market price not to exceed 2714 cents per 
pound. 

And I have no doubt that the Secretary will testify on that when 
he comes before the committee on this coming Monday. 

Mr. Patmer. I wish to commend the Secretary. But what I am ob- 
serving is that at the time that announcement comes out, the British 
Government announces that it is selling the copper from its stockpile 
on the open market, I think you are entitled to an explanation of that 
from the Secretary. 

Senator Bratz. Thank you. 

Mr. Patmer. The mining industry has a legal right, under the Re- 
ciprocal Trade Act, to the relief recommended by the United States 
Tariff Commission and while this relief is not adequate to equalize 
opportunities for mining within the United States with those abroad, 
it would carry out firm commitments made to the industry when the 
Reciprocal Trade Act was being debated on the floor of the United 
States Senate. Otherwise, the peril-point or escape-clause provisions 
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of the act are meaningless. There were no objections raised by our 
friends and neighbors when these provisions were included in the 
reciprocal trade legislation. The Congress, in inserting these pro- 
visions, undoubtedly had in mind safeguarding American industries 
from the type of competition which is destroying us. 

And I would like to say here that the people I represent wanted me 
to read this again because there has been so much discussion recently 
that the escape clause in the Reciprocal Trade Act was not intended 
to be used for the escape of an industry which was injured. And 
I know that those Members of the Senate who were present when that 
act was adopted and the escape-clause or peril-point provisions were 
inserted had a different understanding. 

Senator Dworsnax. I think that was nothing more than window- 
dressing to attract votes in support of the program. 

Mr. Patmer. I wanted to direct your attention to the fact that, 
when it was passed, there was a firm promise on the part of the State 
Department that that principle would be adhered to. And it is my 
humble judgment and the opinion of many in my area that that has 
now been violated by the State Department. 

Senator Dworsuaxk. Are you telling us the State Department is 
willing to break promises with American citizens but unwilling to 
break promises with nationals abroad ¢ 

Mr. Patmer. I am inferring that, Senator Dworshak. 

The domestic mining industry has not, and is not now, asking for 
exclusive rights to the American market, but simply pleads for its 
share on a fair competitive basis. The idea of subsidies and controls 
that go with them have been, and are still, repugnant to most domestic 
miners. 

In addition to the recognition of our legal rights by the President, 
additional incentives must be granted if the industry is to survive. 
We have, on numerous occasions, suggested to you that these be pro- 
vided by defining the peril point on a realistic basis for each metal. 

The Interior Department, last year, recognized this principle and 

ress releases from the State Department, as well as actual testimony 

fore one of the congressional committees, indicated that the adminis- 
tration was willing to accept this principle, although there was dis- 
agreement as to the standards to be established. Evidently, this ap- 
roach to a solution has been thrown out the window and we have the 
eaton proposal as an alternative. 

The Bantary has conceded that the President has the executive 
authority to impose import quotas on lead and zinc or other commodi- 
ties provided the Office of Defense Mobilization finds imports are seri- 
ously jeopardizing the national security. That agency has made no 
recommendation, however. The Secretary has further indicated that 
the Interior Department is not— 
wedded to the stabilization prices of 14%, cents a pound for lead, 1234 cents for 
zinc, and 271% cents for copper, respectively, in its doctrine as such. 

He agrees with industry spokesmen that there are inherent dangers 
involved in attempting to secure annual appropriations to carry out 
the program on a year-to-year basis. 

In lieu of this method of financing, a proposal for preserving the 
domestic lead-zinc mining industry was presented to the national 
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western mining conferences in Denver last February by Samuel §, 

Arentz, of Salt Lake City—a proposal which is not entirely new to 
9 * : 

the Congress, for many of its provisions were favorably considered b 
g£ 3 y 

this committee on former occasions. 

Under the plan, it is assumed that the President will approve in- 
creasing the duties on lead and zine to 2.55 cents and 2.10 cents per 
pound of metal respectively, the maximum allowable without aflirma- 
tive congressional action. This would also involve a corresponding 
rate on lead and zinc ores and concentrates of 1.8 cents per pound of 
contained metal. If the Congress objects to approving tariff rates 
to protect the industry, which are essential under present cost condi- 
tions, perhaps consideration might be given to modest tariff increases 
and a return of the duties collected to the domestic producers, using 
the precedent established by the National Wool Act. Such a plan 
would provide for the following: 

(1) Operation of a free domestic market under the law of supply 
and demand. 

(2) Extend uniform treatment to all domestic producers. 

(3) Be nearly automatic in operation. 

(4) Provide for an adequate allowance to maintain a healthy do- 
mestic industry. 

(5) Establish, by law, a long-range realistic program. 

The industry’s committee, on former occasions, directed your atten- 
tion to the fact that— 
the average domestic mine production of lead and zinc for the years 1947 through 
1952 was well above the 985,000 tons of lead plus zinc accepted by the industry 
as the minimum required to maintain reasonable, healthy mining activity. On 
the basis of data available from the United States Bureau of Mines, the recover- 
able metal production from domestic mines by tonnage groups required to pro- 
duce this minimum tonnage would be approximately as follows: 


. 
rotal mine | Percent of | Percent of 
Group | Mine production of lead. plus zine—from-to | Number of | production, | total pro- | number of 


No. tons per annum mines lead plus duetion | mines 
zine 

1 | 0 to 590 665 45, 000 4. 57 | 77. 24 
2 | 500 to 1,000 61 45, 000 4.57 | 7. 08 
3 | 1,000 to 2,000 53 82, 000 8. 32 6.16 
4 | 2,000 to 3,000__ 22 56, 000 5. 69 2. 56 
5 | 3,000 to 4,000 12 47, 000 4.77 1. 39 
6 4,000 to 5,000 7 31, 000 3.15 . 81 
7 | 5.000 and over 41 679, 000 68. 93 4.76 

861 985, 000 100. 00 100, 00 


Obviously, changes have taken place since these figures were computed. Cas- 
ualties have been heaviest among the smaller, higher-cost mines in group 1. 
Total figures indicate that mines in this group dropped from an estimated 1,500 
mines in 1939 producing approximately 55,000 tons of recoverable metal to 479 
mines in 1955 producing 25,000 tons of recoverable metal—a percentage of total 
mine production drop of from 5 to 3 percent. During this same period, the 
number of mines in group 8, producing over 5,000 tons of recoverable metal per 
year, remained constant at 34 mines and production from these mines was nearly 
constant, totaling 670,654 tons in 1939 and 663,674 tons in 1955, but their percent- 
age of the total domestic mine production increased from 67 to 77 percent. 


We subscribe to the principle that a reasonably stable market is es- 
sential for the production of our larger mines but there must also be 
proper encouragement for the entrepreneur, the prospector, and the 
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small miner. Under the plan, a fixed bonus over and above the open 
market price would be paid on a sliding scale, devised to take into 
account. the realities of production costs which vary between mines 
according to the stages of production, the distances from market and 
the need for initial increments of produce tion for the larger producers. 

The proposed plan involves a scale of bonuses to be paid direct to 
the domestic miner on the basis of his production of recoverable lead 


plus zinc as follows: 
Cents per 


pound 
For the first 1,000 tons production per year___-__-_----------~-~- Fe aig releenak 5 
For the second 1,000 tons production per year_____--------------------- ++ 
For the third 1,000 tons production per year___----_-_--_------_-----~--- 3 
For the fourth 1,000 tons production per year___--_---.-_-_-__------~-~- 2 
mor a mrecuction over.4,000 tons per Year... ~—~+nen-462e—cenetenenns 1 


The estimates of costs of the plan are given at approximately $50 
million a year on the basis of a total domestic production of 985,000 
tons per year of lead and zinc. Estimates are not given for the cost 
involved if copper were included but it was asserted that this 
amount would be approximately equal to that of the duties collected 
on imported metal at present tonnages and at the maximum tariff 
rates, under the Reciprocal Trade Act. 

Each producer, under the plan, would sell his ores, concentrates, or 
metal through regular market. channels at the best price he could se- 
cure. Bonus payments would be received from the appropriate Gov- 
ernment agency if affidavits were submitted similar to those used by 
the industry in the case of silver. 

Costs of administration and overhead would be kept to a minimum, 
as the plan’s operation would be nearly automatic. One of the advan- 
tages of this plan is that direct payments to the miner would be made, 
which.are actu: uly worth more than an equivalent increase in the mar- 
ket price and a considerable saving would be effected for the domestic 
consumer in comparison with the cost of a tariff providing equal pro- 
tection to the domestic miner. With falling prices, smaller producers 
would not be wiped out and the larger producers could fall back on a 
higher average price for their production as they curtailed to meet 
market conditions. 

The proposed plan does not eliminate the need for reasonable tariff 
protection but provides for rates sufficient to make available funds 
necessary to pay the costs of the proposed bonus payments. 

Many believe that a plan of this type offers the cheapest and most 
effective means of maintaining a healthy base metal mining industry 
and assuring consumers of an adequate supply of metal, regardless of 
conditions in foreign producing areas, at a reasonable price. Certain 
features of this proposal were incorporated in legislation proposed by 
Senator Gordon Allott, of Colorado. One of the safeguards to the 
industry under this proposal would be the elimination of the necessity 
of obtaining appropriations each year, or even this year, from the 
Congress to carry out the stabilization program as proposed by the 
Secretary of the Interior. 

The industry is hopeful that the Congress and the President will 
take the proper steps to save our industry from further destruction 
before the end of this congressional session. We who represent the 
industry stand ready and willing to assist this and other committees 
of the Congress in bringing to a conclusion this extended controversy. 
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I again point out in my judgment this controversy hasn’t been 
going on for just the last few years, but at least for the last 10 years 
to my knowledge. And that many pieces of legislation have been en- 
acted by the Congress only to be turned down by the Chief Executive, 

Senator Bretz. Mr. Palmer, may I first commend you upon your 
statement. May I ask you, as I asked Mr. Williston, if you were 
faced with the same problem that this committee is faced with, the 
long, hard, and perilous, and possibly frustrating path along the tariff 
or quota road, what would you suggest we do? 

Mr. Paumer. Well, the first thing that I think is logical is to insist 
that the modest recommendations of the Tariff Commission be in- 
voked. I think that that was a firm promise that was made to the 
industry when the Reciprocal Trade Act was passed by the Senate. 

Senator Brste. Of course, you are talking about lead and zinc? 

Mr. Parmer. I am talking about lead and zinc, yes. 

Senator Brste. Of course, that matter is before the Executive at 
the present time. He certainly has put them in full force and effect, 

Mr. Paumer. I think every effort should be made to get the Presi- 
dent to do it. And I don’t think that from what I understand of 
international relations, in talking with people who are in mining op- 
erations outside of the country, I fail to see that that would cause 
any serious international repercussions abroad. It is a very modest 
tariff as compared with tariffs that have been invoked by many of 
these countries on products exported from the United States. 

Senator Brste. I join with you in that hope. And I sincerely hope 
and trust that he does follow the reemmendations of the Tariff Com- 
mission. He has it within his authority and power to do that. There 
seems to be some indication that he might not. 

If the President does not follow that, then what do you suggest? 

Mr. Patmer. Well, I am suggesting that in view of the fact that 
we are anxious to get legislation in this session, that consideration be 
given to the Seaton proposal with amendments to take care of the 
basic requirements of our industry. 

Senator Attorr. Mr. Palmer, I would like to change the form of 
Senator Bible’s question a little bit and ask it to you again. 

In the case of—in case the President does approve the tariff raises, 
a great many members of the mining industry have told me this just 
isn’t sufficient to help them. 

Would you still advocate going ahead on this? 

Mr. Paumer. Yes. I think every member of the mining industry 
has admitted that it isn’t adequate, but nevertheless should be in- 
voked, and that additional relief should be extended as recommended 
by the Republican members of the Tariff Commission. 

Senator Attorr. So regardless of what action is taken upon that, 
your recommendation is that we proceed to consider this legislation 
with the amendments which is before us ? 

Mr. Pavtmer. That is right. 

Senator Axttorr. In your opinion, even if the President does act 
affirmatively, it is not going to be adequate to protect our miners in 
that lead and zinc situation ¢ 

Mr. Patmer. No. I think that is very well established by all wit- 
nesses. 

Senator Attorr. Excuse me for interrupting. 

Senator Bretz. That is all right. 
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Senator Attorr. I wanted to thank Mr. Palmer for coming here. 
His remarks are always thoughtful and they are always pungent. 
They are always interesting said he always contributes something very 
definitely to the solution of these problems. 

Senator Brstz. Senator Dworshak. 

Senator Dworsuaxk. Just one question, I think, Mr. Chairman. Mr. 
Palmer, if this committee should decide to report out S. 3816, and then 
the Congress should fail to implement it with the essential appropri- 
ation, what would you suggest 

Senator Bratz. I believe the correct number is 3892. 

Senator Dworsuax. No. That is the amendment. I think the 
original number is 3816. 

Mr. Patmer. Senator Dworshak, you are one of the ablest and 
most experienced Members of the Senate and have gained the admira- 
tion of the entire mining industry. And I would hesitate to make 
any recommendation to you, because I know that you know what the 
answers are. 

But I would infer that there is a rumor that if the executive de- 
partment urges the appropriations committee to make the proper ap- 
propriations to facilitate this legislation, that they will be made. 

Senator DworsHak. Well, I share your hope that that would even- 
tuate. But in view of the fact that the House has indicated by its 
past action that it does not want to subsidize any particular segment 
of the domestic mining industry, and realizing that while each mining 
State has two Senators, while in the House there are many districts 
represented by Congressmen which have no interest in domestic min- 
ing, and that it is obviously more difficult to get any financial aid for 
such a program in the other body; I am a realist. 

As a member of the Senate Committee on Appropriations, I know 
that while we may take some action on a proposal like this, even 
though it does not meet with the approbation of the domestic mining 
industry fully, that it seems to me rather faint hope that we can get 
upward of $200 million a year for this kind of a program. 

Now, do you agree with me on that? 

Mr. Parmer. I share that fear and have indicated in the testimony 
here presented that our experience teaches us that that fear is justified. 

But, Senator, put yourself in the position, if you will, of a mine 
operator who has been continually operating a mine for 3 years at a 
loss. You understand and I understand what it means to shut down 
amine. It affects the entirecommunity. It affects the welfare of the 
people who have devoted their lives to the services of the mining in- 
dustry. And I wish to say that to my personal knowledge there have 
been any number of operators who have been continuing their mining 
operations and meeting these payrolls simply to save the ship, from 
sinking in an area. 

Now, I have not inferred that anyone in the mining industry likes 
this solution. They are horrified to think that the Secretary of the 
Interior, who had the confidence and the faith of the industry, would 
make this kind of a suggestion. They think that it indicates very 
frankly a domination on the part of the thinking in the administra- 
tion of the State Department. But these people are not now in the 
position to be choosey. When I urge you to pass legislation here, I do 
so with the knowledge of what it means to the industry; to the type 
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of people that I have seen since I have been in town who are em- 
ployees, who are members of mine unions, who have a high living 
standard, who have their homes in these mining communities, the 

values of which are being affected by the curtailment. of operations 
and the bankrupty which 1s being experienced. 

And therefore, as Senator Allott has said, when the Secretary came 
forth with a — increase in tariff as a suggestion for a long-range 
minerals program, I share the Senator’s view that we should have gone 
along with him, and maybe we could have upped the provisions of the 
proposal i in one or the other legislative bodies. 

Senator Dworsuak. The proposal last year was roadblocked in the 
Ways and Means Committee of the other body. 

Senator Atiorr. There was never any action taken upon it in this 
committee, either. 

Senator Bisie. It wasn’t for this committee. It was before the 
Finance Committee. 

Senator Dworsuak. It was before the Finance Committee. And 
all such tariff legislation originates in the House, of course. 

And we face that inhibition. I am sure this committee would have 
approved it. 

Senator Atxorr. I want to say this to get the record straight. 

My recollection, I think, is pretty good of what happened last year. 
You are correct, entirely, of course, about the situation in the House. 

But when this proposal was made, the industry as a whole backed 
off this thing, too. And there were people from the mining industry 
coming to see us by the dozens backing off of this thing. And I want to 
say for one, because I always felt that the Secretary had really put his 
foot in the door, and that if he had gotten the backing of the mining 
industry, and if he had gotten the backing of the members of our 
Interior Committees in both Houses, that we might have accomplished 
a real step forward and a step which the mining industry says they 
want to take but which, as the Senator from Nevada has very ably 
pointed out, we just don’t seem to have the power to do on a straight 
approach. 

There isn’t any difference between a tariff from a practical effect 
and an import-excise tax. 

Senator DworsHax. Oh, but the Senator from Colorado surely 
recognizes that last year when that proposal was made to Secretary 
Seaton that this committee was unable to take any action, because the 
bill was referred to the Finance Committee. 

Senator Atxorr. I recognize that. But I also recognize the fact 
that the industry itself and the members of this committee as a whole 
I cannot name particular members—but members of this committee 
as a whole were not interested in advancing that cause either. 

Senator Dworsnaxk. Well, I don’t recall whether this committee 
had any discussions, but I recall talking over the proposal with the 
individual members of this committee. And it was my impression at 
the time that while there may not have been complete unanimity, that 
an overwhelming number of the members of this committee were in 
support of that proposal, Iam sure. And I think the chairman might 
corroborate that. 

Senator Brsie. I believe that is a correct statement. A great many 
of us individually appeared before the Finance Committee urging that 
the excise tax be imposed. 








‘an ge 
One 
f the 


t the 
this 
the 

\nd 


ive 


LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 775 


I would think that that was the general feeling of this committee, 
Senator Allott. 

Senator Attorr. Well, that isn’t my impression. They were for it 
provided these prices could be jacked up to some amount greatly beyond 
that, and completely out of the realm of practicability. 

But my impression is that as far as trying to work out a compromise 
of the Secretary’s proposal last year that there was very little—that 
he got very little support up here or from the industry. 

Senator Braue. I think the record of the Senate Finance Committee 
will speak for itself on that point. 

Mr. Palmer, did you have any further observations ? 

Mr. Pater. No. 

Senator Brste. Senator Dworshak, did you have any further ques- 
tions / 

Senator DworsHak. No. Thank you. 

Mr. Repwine. I would like permission to insert various statements 
and letters at the close of our hearings several days hence. 

Senator Brete. Without objection, the record will carry the state- 
ments referred to by the staff member. 

Westand in recess until 10 o’clock Monday morning. 

(Whereupon, at 4:30 p. m., the committee recessed to reconvene 
at 10a. m., Monday, June 16, 1958.) 
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MONDAY, JUNE 16, 1958 






Untrrep States SENATE, 
SUBCOMMITTEE ON MINERALS, MATERIALS AND FUELS, 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 224, 
Senate Office Building, Hon. James E. Murray (chairman of the com- 
mittee) presiding. 

Present : Senators Murray (chairman), Malone, and Watkins. 

Also present: Robert Redwine, staff member and George Holderer, 
staff engineer. 

The CuatrmMan. The subcommittee will come to order, please. This 
isa continuation of the hearings on the proposed minerals stabilization 
plan, which was begun a few day s ago. 

Senator Morse, our esteemed colleague from the State of Oregon, 
isour first witness. 


STATEMENT OF HON. WAYNE MORSE, UNITED STATES SENATOR 
FROM THE STATE OF OREGON 


Senator Morse. Mr. Chairman and members of the subcommittee, 
as a Senator from the State of Oregon I have always taken a deep 
interest in the mining industry of my home State as well as that of 
the entire Nation. It is with a great deal of apprehension, therefore, 
that I have observed recent adverse dev elopments affecting the min- 
ing industry, and particularly those relating to the production of 
chromite ore in the States of Oregon, Washington, and California. 
The chromite miners of Oregon have been hurt seriously as a con- 
sequence of last month’s closure of the minerals stockpiling program. 
The hardships caused by the closure have spread to many segments of 
Oregon’s s economy that are related, directly or indirectly, to chrome 
mining. 












































PROPOSED EXTENSION OF MINERALS STOCKPILING PROGRAM 





On May 7, 1958, I offered an amendment to the Murray-Mansfield 
minerals purchasing bill, S. 3600. The amendment has as its pur- 
pose the extension of the chromite ore purchasing program and the 
restoration of the price paid over the past few years to our domestic 
chrome miners. I was pleased to have as cosponsor of this amend- 
ment, Senators Neuberger, Murray, and Mansfield. I followed this 
course of action because so far as the chrome mining industry is con- 
cerned, an economic emergency is upon us. 
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As heretofore mentioned, the stockpiling program has terminated, 
The chrome miners are shutting down their operations. Employees 
are being laid off. The mines are being maintained at the out-of-the- 
pocket expense of the owners or are beginning to deteriorate as a 
consequence of nonuse. This is a sad commentary upon the lack of 
foresight of the Government Geocdrsiings a product which would be 
essential to the safety of the Nation in the event of a defense emer- 
gency. 

May I digress for just a moment to state that in my opinion the 
chairman of the Senate Interior C ommittee, the members of this sub- 
committee, and many other Senators who are interested in the future 
of the Nation’s mining industry are to be complimented for their 
efforts to do something about the situation now confronting the chrome 
miners and those producing other essential minerals. 

I refer particularly to their endeavors, as illustrated by the reso- 
lution of May 14, 1958—Senate Resolution 304—calling for conversion 
of chromite and manganese ores to ferrochrome and ferrom: inganese; 
to the bill S. 3600 of April 3, 1958, to continue the stoe kpiling pro- 
gram, and to S. 3816 of May 15, 1958, to provide incentive payments 
on certain essential metals, including metallurgical chromite. 


THE DEFENSE IMPORTANCE OF THE MINING INDUSTRY 


I would be the first to concede that I am not an expert on the subject 
of mining, but my years of work as a former member of the Senate 
Armed Services Committee and my present membership on the Sen- 
ate Foreign Relations Committee give me an awareness of the defense 
needs of our country. 

Commonsense dictates that we should have a ready source of stra- 
tegic metals together with an ample supply of stockpiled or upgraded 
ore, and when I refer to the stockpiled ore, Mr. Chairman, I have in 
mind the ore in the hills as well as that already mined. Never again 
should we be compelled to face a situation in which we are entirely 
dependent on the whims of foreign sellers and on the dangers of 
attack from submarines and other hostile forces on the ocean freight 
lines. 

If a state of war emergency should occur—I hope fervently it will 
not—it is probable that the present shortsighted metals program of 
this administration would bring us face to face with the crucial prob- 
lem of trying to get vital supplies of chrome ore from foreign sources. 
All I can say is that we should learn through our past difficult 
experiences. 

THE STOCKPILE IN THE HILLS 


It is of paramount interest to our entire Nation that our chrome 
mines be maintained in productive status, because if the mines are 
operative and in standby condition, they will be available for immedi- 
ate expansion to maximum output when needed. 

In other words, the Nation can truly count as part of its “stockpile 
in the hills” the potential output of properly maintained mines. 

Closely related to the defense importance of maintaining our mines 
as going concerns are the benefits to be derived by way of develop- 
ment of tec hniques in handling, processing, and utilizing the products 





































of our active chrome mines as well as the benefits of all-important de- 


THE ADMINISTRATION’S MEANINGLESS MINERALS PROGRAM BILL OF 1957 
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yelopmental and discovery work that attends the operation of a suc- 
cessful mine. Then too, we should not overlook the economic im- 

rtance of business and industry, such as those in the fields of heavy 
machinery, trucking, and retail sales that bear a close relationship to 
the mining industry. 


In 1957 the administration came forth with its so-called compre- 

hensive minerals program which was utterly worthless to the bulk of 

the chrome mining industry. This bill S. 2375 of the 85th Congress, 

called for an incentive of $21 per ton for the domestic chromite pro- 
am. 

On July 29, 1957, when I testified on the bill, I said that the incentive 
of $21 a ton would not accomplish the objectives of the bill—the 
stimulation for mineral exploration and the assurance of continued 
production of certain essential minerals within the United States. 

During the course of my testimony on S. 2375, I emphasized the 
fact that most of the chrome miners of Oregon fall into the so-called 
“small business” category and that they could not produce at a rea- 
sonable profit to meet foreign prices with a mere $21 per ton subsidy. 
Therefore, I expressed the hope that the $21 figure would be increased 
to the point where these small business operations could be carried on 


with a reasonable profit incentive. 


8. 3818—-A STEP IN THE RIGHT DIRECTION 


In introducing S. 3816, Senator Murray took an action that offers 
considerable hope for our Oregon chrome miners. I believe that with 
appropriate amendments this legislative proposal can bring greatly 
needed assistance to this segment of the mining industry. 

Under section 3 (a) (2) provision is made for an incentive pay- 
ment of $46 per long dry ton for commercial grade metallurgical 
chromite (46 percent basis) with the usual premiums and penalties. 
However, the difficulty confronting the Oregon chrome miners under 
S. 3816 is the provision contained in section 3 (c) of the bill which 


reads: 


No incentive payment shall be made pursuant to the provisions of this act 
except upon presentation of evidence satisfactory to the Secretary that the 
material has been produced and sold in accordance with regulations issued 


under section 4 of this act. 

Oregon and California chrome miners with whom I have dis- 
cussed S. 3816 in detail stated frankly that while the bill offers en- 
couragement to the domestic chrome mining industry, in actual prac- 
tice it would be almost impossible for the small Oregon chrome miners 
to effect sales, as required under section 3 (c), so as to qualify for 
the incentive payment provided under the bill. 

The domestic miner would have to find a buyer who would take his 
ore of a certain specified grade at the world market price, but the 
fact is that buyers of domestic chromite ore would not be interested 
in purchasing the various quantities and grades of ores that are pro- 
ised -usanliy in small lots—in our Oregon chrome mines. To make 
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the program work effectively under S. 3816 it would be essential to 
work out some sort of broker arrangement whereby the product of the 
small mines could be assembled, graded, and made available in large 
commercially feasible lots for shipment to the users of our domestic 
ore. 

Therefore, some appropriate amendment to the bill which gives re- 
cognition to these economic facts of life of domestic chromite ore pro- 
duction at the smal] mine level will be essential. 

In this connection the committee will, I am sure, find it helpful to 
consider the statement of an Oregon chrome miner relative to the legis- 
lative proposals on chrome now under consideration by this commit- 
tee. The miner, Mr. William Gardner. president of the Grant County 
Miners Association, John Day, Oreg., wrote under date of June 5, 
1958 : 

Hon. WayNE Morsk, 
Senator from Oregon. 

Dear Sir: As president of the Grant County Miners Association, and speaking 
for the chrome miners of Eastern Oregon, we urge you to support our plan for 
the co-op plan of a ferrochrome plant. 

We have considered both the bills on chrome by Senators Murray and Watkins, 
and find that they are of no help to the chrome miners of our area. 

The small mines have no way of marketing their product to processors of 
chrome. 

We all think our only way out of the situation is through the cooperative plan, 
and we sincerely hope the plan we outlined for a co-op receives favorable action, 

The members of this subcommittee are in much better position than 
I to determine the exact nature of the amendments to this bill that 
will make it workable for small mine operations. By way of sugges- 
tion, I urge the committee’s serious consideration to an increase in the 
incentive payment from $46 to $56 per long dry ton in order to enable 
the miners to meet labor and material costs, freight charges, and over- 
head costs. 

An incentive program of 5 years’ duration would supply the es- 
sential continuity required to make the incentive plan really operative. 
Furthermore, it is doubtful that S. 3816 would be of any help to 
small mining operations unless section 3 (c) were to be amended 
to provide that delivery of the chromite ore to a broker and issuance 
of his certificate of quality and quantity would be tantamount to a 
sale within the meaning of that section. 


A DOMESTIC FERROCHROME INDUSTRY AS A STIMULUS TO DOMESTIC MINING 
AND A SAVINGS TO THE GOVERNMENT 


The chrome miners of Oregon and Washington and the very capa- 
ble director of Oregon’s Department of Geology and Mineral Indus- 
tries, Mr. Hollis M. Dole, have suggested a type of ferrochrome 
cooperative program which seems to me to offer important advantages 
to the Government and to the chrome miners. 

The witnesses who will testify before this subcommittee on S. 3816 
will inform the committee of the details concerning this proposal. 
I believe it merits very serious consideration. 

As I understand the program, it will call for an agreement on the 
part of the Federal Government to purchase a certain tonnage of 
ferrochrome each year over a 5-year period. 
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This ferrochrome would be produced from newly mined chromite 
ores at current market prices. The Government purchases would be 
handled as other stockpile materials under the Strategic and Critical 
Materials Stockpiling Act. The program would also call for loans 
by the Government to enable a cooperative organization of chrome 
miners to establish the facilities for producing ferrochrome from 
domestic ores. Stockpile ferrochrome could be taken in payment of 
such loans. 

It appears that the foregoing plan would be particularly advan- 
tageous to the Government. The United States would receive some- 
thing of additional value—ferrochrome—in exchange for the as- 
sistance rendered by the Government. It would stand in clear 
contrast to the program proposed under S. 3816 whereby outright 
incentives would be undertaken by the Government. 

Under the last-mentioned program all that the Government gets 
is its assurance of a sufficient quantity of critical and strategic ma- 
terials for defense purposes. 

Under the ferrochrome cooperative program described above, the 
Government would get not only these defense benefits but also fer- 
rochrome, which has value in and of itself. 

In this connection, Mr. Hollis M. Dole, the director of the Oregon 
Department of Geology and Mineral Industries has supplied certain 
data in support of the ferrochrome program. I ask that it be included 
at this point in my remarks and made part of the record of the 
hearings. 

(The information is as follows :) 


Data SuBMITTED BY Homiis M. Doe, Director, STATE oF OREGON DEPARTMENT 
OF GEOLOGY AND MINERAL INDUSTRIES IN SUPPORT OF PROPOSED LEGISLATION ON 


CHROME 


Encouragement for developing the mineral resources of the United States can 
be traced back to Public Law 520 signed into law July 23, 1946, at the 79th Con- 
gress. Public Law 520 states, among many other things, that this Nation should 
reduce its dependence on foreign sources of minerals needed by the manufactur- 
ing industry of the United States. 

Undoubtedly the thinking behind this was to develop a secondary line of 
preparedness. Expansion of this thinking was expressed in 1954 and 1955 by 
the President of the United States and his Cabinet Committee on Mineral 
Policy when it was declared that a healthy domestic mining industry was vital 
to the Nation’s security and peacetime economy and, further that the domestic 
mining industry should provide an adequate mobilization base for any possible 
future emergency. 

As regards chrome, the Secretary of the Interior in June of 1957; when pro- 
posing legislation that finally came out as Senate bill 2375, stated, “The basically 
short world supply coupled with the strategic nature of three of these minerals; 
namely, beryl, columbium-tantalum, and chromite, as well as the heavy de- 
pendence of the United States on distant overseas sources of supply, underscore 
the desirability of making every effort to develop and maintain some produc- 
tion of these commodities from domestic sources. 

“Furthermore, the maintenance of some production will stimulate and give 
purpose to the research program.” 

A policy outlining the need for continuing domestic mining of high-grade 
metallurgical chromite in the United States has permeated thinking within 
Government for at least 12 years. It has never been refuted but instead has 
been repeatedly encouraged. 

In addition to an announced policy of maintaining domestic metallurgical- 
grade chrome production, there is the economic fact that unless chrome mining 
is continued, the investment of the recently terminated chrome stockpile will 
be lost. The chrome stockpile program established in 1951 closed at the end 
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of May in 1958; this program called for the stockpiling of 200,000 tons of high- 
grade chromite. 

It took approximately 5% years to furnish half of the chrome to the stock- 
pile and less than 11% years to furnish the second half. 

At the close of the program, another 100,000 tons of high-grade chrome had 
been developed—the first time in the history of chrome mining in the West Coast 
States that developed reserves were known, Quite obviously chrome mining 
was “just getting on its feet” and in the best position it had ever been. To 
lose the progress created by the stockpile at this time would destroy the greatest 
benefit of the stockpile program—namely, development of a chrome-mining in- 
dustry and knowledge of basic reserves. 

The proposed bill would bring to flower the policies enunciated by the ex- 
ecutive department over the past 10 years, would carry forward the accumu- 
lated knowledge of the stockpile program, and would establish chrome mining 
on a firm basis so that it would not have to turn, after termination of the pro- 
gram, to Government support for it existence. It does this through the fol- 
lowing: 

(1) It overcomes the principal objection to stockpiling; namely, it will allow 
to be established a plant for the processing of raw ore which will put the com- 
pletion of the final product on the same line as other products made in the 
United States. In other words, it does away with the need for competing with 
the cheap labor of the foreign countries. This is done by applying the profits 
received from processing of the ore to the cost of mining the ore. 

(2) It will result in the establishment of a group of small miners under one 
management; i. e., a cooperative. This is necessary as the result of attrition 
on the mineral industry over the past 10 years through executive policy has 
been to sacrifice the small domestic miner in order to encourage mining over- 
seas. Unfortunately there is no place at the present in our Nation for the small 
independent miner. This man who has been responsible for the development of 
the mineral resources necessary to make our Nation great has been sold down the 
road of international policies. 

By banding together to form a cooperative, much as other groups in the 
Nation have been forced to do, there still remains a chance to salvage this 
most necessary part of the mineral industry. 

The proposed bill fits within the framework of the Department of Interior’s 
announced policy on the establishment of a long-range domestic minerals pro- 
gram in that it— 

(1) Does not ask for defense justification. 

(2) Does away with the short-range, stopgap programs in that it will allow 
chrome mining to stand on its own feet without turning to further help from 
the Government. 

(3) Does not ask for tariffs, quotas, excise taxes, or floor prices which could 
possibly interfere with foreign policy. 

The proposed legislation is based on the anticipated increase in the metal 
market on the west coast. Surveys made through various agencies of the Gov- 
ernment and the Western States show without doubt that there will be a very 
large increase in population growth in the West for the coming years. This 
means that industry too must increase. Any basic increase in industry will 
demand steel, and chrome is one of the indispensable materials used for the 
manufacture of high temperature steel. In addition, as the airplane factories 
convert to higher speed materials, there will need be great quantities of stain- 
less steel available. Here again, chrome is an indispensable ingredient. 

Quite obviously chrome will be needed in large quantities in the West in the 
very near future. By establishing chrome mining and processing in the West 
at the present time, the future of the operations will be assured. However, as 
chrome mining has recently been halted due to the end of the stockpile, it is 
necessary to pick up this work and carry it on. 


The proposed legislation would form the basis for establishment 
on a firm long-range basis the mines and mining that are right now in 
existence. A year from now, or 5 years from now, these mines will 
not be able to reopen as the nature of the country rock (serpentine) 
in which chrome is found is such that it requires continual and expen- 
sive maintenance. Once a mine is closed in serpentine it is just a 
matter of months before any ore that remains within the mine area is 
lost forever, as it becomes too expensive or impossible to retrieve. 
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The proposed legislation is a conservation measure, in that it allows 
continuation of mining in the mines now open. It also preserves the 
work force now trained and available. The know-how of the mine 
operators, miners, and supply lines are also continued. 

The proposed legislation allows to become established a basic indus- 
try which will add to the economy of the region, and will, in the long 
run, be less costly as a supply source. By establishing mines and proc- 
essing plants at this time it prevents the necessity of going to sources 
foreign to the West. The West should be allowed to become an indus- 
trial area and not dependent upon the manufacturing centers of the 
East for its life’s needs. 

In closing, I wish to thank the subcommittee for the opportunities 
afforded Oregon chrome miners and Oregon’s Senators to submit testi- 
mony in suport of a chrome program that will serve not only the 
chrome miners of this Nation, but also the general public interest 
through keeping these mines available on a standby basis for whatever 
emergencies the future may present. 

In addition, may I express my sincere thanks to the chairman of the 
Senate Interior Committee and to his colleagues on the Minerals Sub- 
committee for the fine work they have done on behalf of strengthening 
our domestic mining industry over the years. 

The Cuarrman. Thank you, Senator Morse. 

Our next witness is the other Senator from Oregon, Richard L. 
Neuberger. 


STATEMENT OF HON. RICHARD L. NEUBERGER, UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


Senator Neusercer. Mr. Chairman, I think it is significant that two 
Senate committees are taking time in this busy session to conduct bear- 
ings on long-range programs in two troubled industries—agriculture 
and mining. 

If out of these mineral hearings a successful long-range plan 
emerges, it will be a major accomplishment. Considering the complex 
nature of both the mining industry and agriculture, a staggering task 
confronts the committees and they merit the fullest cooperation of 
everyone concerned. I particularly want to pay my respects to the 
chairman of the Interior Committee, Senator Murray, who has so 
earnestly and faithfully labored to improve the mining industry 
throughout his long career in the Senate. 

I would like to place emphasis on several points which are over- 
looked many times in our discussions of problems concerned with the 
minerals industry. I am thinking particularly in terms of chrome, 
but the points I wish to make apply more or less to nearly all min- 
erals. The reason I specify chrome is the fact that it is one of Oregon’s 
chief mineral resources. 

Chrome ore has also been mined in other parts of the West: Cali- 
fornia, Washington, Alaska, and Montana have valuable deposits of 
chromite. 

The domestic deposits of this ore, however, have not been the supply 
source for the mineral needs of this country to any measurable extent. 
Most of the chrome used by American industry has come mainly from 
Turkey, Africa, and from a few other overseas sources. 
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Our reliance will undoubtedly continue to be placed on these sup- 
pliers who unquestionably have limitless deposits of suitable grade 
ore which can be laid down in our ports at a price below the cost of 
domestic ore. 

However, we have learned from World War II and the Korean war 
that emergencies can arise completely servering our transportation 
lines, and intelligent prudence demands that our Nation be prepared 
to carry one when such events occur. 

It is the realization of this fact that won support for the mineral 
stockpiling program, which is rapidly coming to an end or, as in the 
case of chrome, has already ended. 

I do not intend to develop this phase of the subject because my 
distinguished colleague, the senior Senator from Oregon, Wayne L, 
Morse, has covered this topic in his statement to the subcommittee. 

However, by way of underscoring my colleague’s statement, I would 
like to repeat an observation I made before this subcommittee at hear- 
ings held July 29, 1957. It follows: 


We seem to be arriving at a point where we could very easily immobilize our 
own domestic mineral industry. To allow this to happen could be very poor 
business. Any emergency or unanticipated situation shutting off our imports 
would be doubly serious if our own domestic industry were unable to expand 
its production quickly. We should certainly consider, too, the great cost that 
must be anticipated if a sudden emergency made necessary the immediate 
revival of any industry allowed to become wholly inoperative. Skilled workers 
and modern techniques cannot perform their essential tasks unless some sem- 
blance of a domestic industry is maintained. 

The problem of recruitment and retooling is one that we learned much about 
not many years ago. We should not be indifferent to the lessons we learned 
at that time. To make sure that our own mines could be brought into full 
production with minimum delay makes imperative a program that keeps alive 
the nucleus of our own domestic mining industry. 

The program that has operated under the authority of the Office of Defense 
Mobilization had that as one objective. 


OPERATING MINES DEVELOP NEW TECHNIQUES 


I would like to key my remarks to that quotation and develop a 
few thoughts on this matter of skilled workers and modern tech- 
niques as it is concerned with domestic mining and particularly the 
mining of chrome ore. 

Consider for a moment the situation that would be faced by the 
Nation if an emergency were suddenly to shut off the flow of overseas 
ore. Domestic industry, needing new supplies of chromite, would 
look to the official Government stockpile for their immediate re- 
quirements. 

Provided with a buffer by this accumulation of ore, there would 
theoretically be no marked interruption in the consumption of the 
metal for 3 years. This, of course, is the length of time that stock- 
piles are designated to last, and is the period of time advocated by the 
advisory committee to the Office of Defense Mobilization in their 
report issued in January of this year. Previously, stockpiling of a 
5-year reserve of ore had been considered necessary to meet the exi- 
gencies of a possible world conflict which would curtail imports of 
these commodities. 

Without question any emergency forcing us to call on our stock- 
piled reserve would also being with it a sudden renewal of domestic 
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mining activity and we would spare no effort or expense to make 
available a domestic supply of ore by the time our stockpiles were 
seriously depleted. 

We must be ready for rapid domestic expansion. 

As I have already pointed out in my reference to my statement of 
last year, we must maintain our domestic production so that we 
always have in operation a capability ready for expansion quickly 
and efficiently at a moment’s notice. 

There are other compelling reasons for keeping domestic produc- 
tion of any strategic mineral from lapsing. Technological dapatons. 
ments in mining come from mines in operation, not from mines closed 
and inoperative. 

I am sure every mining man who has appeared before this sub- 
committee could tell personally of improved methods, laborsavin 
devices, and eile nd safety, developed by miners, engineers, an 
operators who are constantly searching for easier, better, and more 
profitable ways of doing the job. This, of course, is the pattern of 
all industrial development. Dark mines, barred factory doors, and 
idle machines do not contribute to the advancement of industry. 

Producing mines and humming factories are in effect laboratories 
for industrial growth and progress. 

Keeping our domestic mining industry in some semblance of regular 
operation also serves as a check on the price of imports. When our 
domestic chrome production stops, a competitive factor is removed 
that serves to assure industry of a vast supply of chrome ore at reason- 
able prices. 

An expanding mining industry needed to offset lumber decline. 

In view of the declining use of lumber, it is imperative to the 
lumber-producing States of the West that the mining industry be 
given every possible opportunity to fill the gap thus created. The 40 
or more Oregon chrome mines which helped to fill the stockpile quota 
of 200,000 tons pressed into service scores of trucks and railroad cars, 
adding appreciably to prosperity of the transportation industry. 

The chrome operation likewise contributed substantially to many 
other supply and service industries at a time when the lumbering in- 
dustry’s demands were diminishing. 

Unfortunately, chrome mining in the past few weeks has come to a 
standstill. When the Government depot at Grants Pass announced 
Sunpletion of the quota, the miners put down their tools and the ore 
trucks ceased to roll. Unless there is action by Congress, the domes- 
tic chrome-mining industry, for the present at least, will make no fur- 
ther contribution to the Nation’s economy. 

The miners will draw unemployment checks for a few weeks and 
will drift into employment elsewhere. The chrome mines will become 
an economic loss, for it is the nature of this ore body to deteriorate 
rapidly. 

Shut down mines deteriorate. Open cut faces cave in and slide, 
underground workings in many formations lose their timbering and 
excess water causes flooding. 

The consequent remedial work increases mining cost all out of pro- 
portion. Trained personnel once dismissed require expensive retrain- 
ing when operations are renewed, 
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Plant equipment for primary processing such as concentrating mills 
not only deteriorates fast, but in many locations simply walks off 
during shutdown periods. The hardships brought on by closure are 
thus not the temporary loss of work to the miner and profit to the 
operator, but there is an actual capital loss in this instance that be- 
comes sheer economic waste and destruction of a natural resource. 

It was the realization of these distressing facts that prompted me 
to join with Senators Morse, Murray, and Mansfield on May 7, 1958, 
to offer an amendment to S. 3600, the minerals purchasing bill, to 
extend the purchasing program and restore the price that made 
domestic chrome economically feasible. Without new legislation, the 
situation now faced by the industry was inescapable. 


DOMESTIC CHROME INDUSTRY FACED WITH EXTINCTION 


Because the domestic chrome industry seems faced with virtual 
extinction, several bills have been introduced, including S. 3816, 1 of 
the 2 bills being considered in this hearing; the other bill being the 
administration measure, S. 3892, which completely ignores chrome, 

I have discussed S. 3816 with representatives of the chrome-mining 
industry in recent days and from them, I have received several sug- 
gestions as to needed amendments which would make it more re- 
sponsive to the actual needs of the industry. 

I have talked to Mr. William Garner of Canyon City, Oreg., who 
operates a chrome-mining property in Grant County, Oreg., and I 
have had the counsel of Mr. Bruce Manley, an attorney from Med- 
ford, Oreg., who testified earlier before this subcommittee as the 
spokesman for the chrome-mining people of southern Oregon and 
northern California. 

Joe Holman, a California chrome-mining operator, has expressed 
his views on the bill and I have had the excellent comment of Mr. 
Hollis Dole, director of the Oregon Department of Geology and Min- 
erals Industries. The consensus of their thinking is that S. 3816 
should be amended in section 3 (C) of the bill which reads as follows: 


No incentive payment shall be made pursuant to the provisions of this act 
except upon presentation of evidence satisfactory to the Secretary that the 
material has been produced and sold in accordance with regulations under sec- 
tion 4 of this act. 


The amendment which they feel is needed would allow the chrome 
miners to work out some sort of broker arrangement making possible 
the assembling and grading of the product of the small mines and 
further making it available in cae commercially feasible lots. 

The bill as now written, these advisers believe, would make it ex- 
ceedingly difficult, if not impossible, for the small Oregon chrome 
miners to dispose of their product in order to qualify for the incentive 
payment provided in the above-mentioned section 3 (c). The small 
mines do not have the facilities nor the contacts needed for selling the 
ore. Buyers do not care to bother with small lots of ore. However 
if these operators could set up their own brokerage firm they could 
overcome this problem. 

I find, too, that there is a general belief on the part of these ad- 
visers that the incentive payment should be increased from $46 to $56 
per long dry ton and that the program should be set for a period of 
5 years. 
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They emphasize that no operator can afford to make the requisite 
capital investment if there is not some assurance of a consistently 
available market. 

An extension of a year or 2 years will not provide sufficient time 
to amortize the investment. After all, we are supposed to be consid- 
ering long-range legislation and to extend a program for only 1 year 
or 2 years is nothing more than the temporizing approach to the prob- 
Jem which satisfies no one. 

Every measure passed should be a further step toward the ultimate 
stabilization of the mining industry. 


A FERROCHROME PROGRAM KEY TO STABILITY 


The senior Senator from Oregon has placed in the record a very 
informative statement, prepared by Mr. Hollis Dole, which sets forth 
a plan for developing a ferrochrome program worthy of the most 
careful study by every member of this committee. 

I believe Mr. Holman and Mr. Manley referred to the plan in their 
testimony. This plan in essence would call for Government. purchase 
of a set tonnage of ferrochrome annually for a period of 5 years. 

This ferrochrome would be produced from newly mined ores 
rather than from stockpiled ores. For its money invested in the pro- 
gram, the Government would have ferrochrome, a product of constant 
value and, therefore, much preferred to the chrome ores which de- 
teriorate and lose value during the interval in which they are stock- 

iled. 

I want to thank the subcommittee for their courtesy in providing an 
opportunity for the chrome-mining industry of the West to tell its 
story. This is an industry of small operators. They have initiative 
and enterprise. Given an opportunity to establish themselves along 
the lines laid down in their testimony, they believe fully and sincerel 
that in a few short years the chrome industry will be completely self- 
supporting. 

Remembering this Nation’s record for assisting infant industries, 
there is reason to think that assisting in a program to stabilize our 
domestic chrome industry, we would be acting in the best American 
tradition. 

I repeat my request to the members of the subcommittee that they 
consider amendments to S. 3816 as suggested to implement the chrome 
program. 

As our population grows, and the West becomes more self-sufficient, 
more industrialized, the chrome-mining industry will take its proper 
place in the economic structure of the Nation. 

It is more reasonable to keep the industry alive than to restore it 
at some indefinite future time. This, however, is the time of decision. 

If we are seriously considering a long-range minerals program, 
there would seem to be little question about the importance of stabiliz- 
ing the production of domestic chrome ores. I know the facts will be 
weighed carefully and the decision rendered will be in the national 
interest. 

The Cuarrman. The next witness this morning will be Alva Simp- 
son, Jr., United Western Minerals Co., Santa Fe, N. Mex., and Dr. 
John W. Patterson, chief engineer, United Western Minerals Co., 


Santa Fe, N. Mex. 
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These two witnesses will appear together. 

Mr. Repwine. Mr. Chairman, I understand that these witnesses 
have their chief attorney with them. May he also sit with them? 

The CuHatmrman. Yes. Counsel, please identify yourself for the 
record, 
ie Sura. I am George F. Shea, Tower Building, Washington, 

The CuarrmMan. Do you wish to proceed, Mr. Simpson ? 

Mr. Stmpson. Yes, sir. 

The Cuatrman. You may proceed as you desire. 


STATEMENT OF ALVA SIMPSON, JR., UNITED WESTERN MINERAIS 
CO., SANTA FE, N. MEX., ACCOMPANIED BY DR. JOHN PATTERSON, 
CHIEF ENGINEER, UNITED WESTERN MINERALS C0., SANTA FE, 
N. MEX.; AND GEORGE F. SHEA, ATTORNEY, WASHINGTON, D. C. 


Mr. Sumpson. Mr. Chairman and members of the committee, my 
name is Alva A. Simpson, Jr. Iam president of the United Western 
Minerals Co. of Santa Fe, N. Mex. 

I should like to express appreciation for the opportunity afforded 
me to appear before the committee to present my views on a problem 
which I believe has an important bearing on the immediate security 
and future development of American industrial capacity, balance, 
and well-being. 

In doing so, I am mindful of the grave concern this committee has 
long expressed concerning the need for a long-range minerals pro- 
gram—a program calculated to meet the urgency for an ever-expand- 
ing national industrial base with a minimum of dependency upon 
distant and uncertain sources for strategic ores and minerals. 

I am also aware of the concerted efforts made by this committee to 
bring such a program into being. The unfortunate situation which 
now faces the mining industry of the United States adds a new note 
of urgency, based on the cold realities of world affairs, to the task in 
which the committee is engaged. 

It seems apparent that one of the first acts of any country that 
might commence war against the United States would be to destroy 
not only the ships bringing strategic metals to our shores, but also 
the harbors from which such ships would depart. 

Thus, in the event of war, it is highly likely that we would not only 
be deprived of strategic ores and metals coming to our country during 
such war, but also we would be deprived for some indefinite period 
of the use of strategic metals for purposes of rehabilitating our devas- 
tated areas. 

I shall address myself to only one sector of the domestic mining 
industry, which, although small compared to the overall industry, 
nevertheless must be accorded a high priority of consideration be- 
cause of its strategic relation to our national security. 

I refer to the domestic chromite industry. At present we are de- 
pendent on distant foreign sources for well over 90 percent of our 
chromite requirements. 

We are told this situation applies because ores imported from for- 
eign sources are of higher quality than our domestic ores and there- 
fore it is uneconomical to develop future domestic sources or to main- 
tain current domestic sources beyond a token effort. 
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The United Western Minerals Co. does not believe this conclusion 
to be a valid one, either from the view of economics or realistic plan* 
ning for the future. - 

A rather long statement has been prepared by us, setting forth the 
reasons Why we believe the present policy with respect to certain | 
strategic domestic ores and minerals is not a sound one. \ 









In order to save the time of the committee, I would like to submit d 
this statement for the record and present a brief summary of it at i 
this time. ij 







The CuHarrmMan. It will be carried in the record in full. 
(The prepared statement is as follows :) 






PREPARED STATEMENT OF ALVA A. SIMPSON, JR., PRESIDENT OF UNITED WESTERN 
MINERALS Co., OF SANTA Fr, N. MEx. 





Mr. Chairman, my name is Alva A. Simpson, Jr. I am president of United 
Western Minerals Co., of Santa Fe, N. Mex. 

I should like to express appreciation for the opportunity afforded me to 
appear before the committee to present my views on a problem which I believe 
has an important bearing on the immediate security and future development of 
American industrial capacity, balance, and well-being. In doing so, I am 
mindful of the grave concern this committee has long expressed concerning 
the need for a long-range minerals program—a program calculated to meet the 
urgency for an ever-expanding national industrial base with a minimum of 
dependency upon distant and uncertain sources for strategic ores and minerals. 
I am also aware of the concerted efforts made by this committee to bring such 
a program into being. The unfortunate situation which now faces the mining 
industry of the United States adds a new note of urgency, based on the cold 
realities of world affairs, to the task in which the committee is engaged. 

It seems apparent that one of the first acts of any country that might com- 
mence war against the United States would be to destroy not only the ships 
bringing strategic metals to our shores, but also the harbors from which such ; 
ships would depart. Thus, in the event of war, it is highly likely that we would 
not only be deprived of strategic metals coming to our country during such war, 
but also we would be deprived for some indefinite period of the use of strategic 
metals for purposes of rehabilitating our devastated areas. 

I shall address myself to only one sector of the domestic mining industry, 
which, although small compared to the overall industry, nevertheless must be 
accorded a high priority of consideration because of its strategic relation to our 
national security. I refer to the domestic chromite industry. At present we are 
dependent on distant foreign sources for well over 90 percent of our chromite 
requirements. We are told this situation applies because ores imported from 
foreign sources are of higher quality than our domestic ores and therefore it is 
uneconomical to develop future domestic sources or to maintain current domestic 
sources beyond a token effort. The United Western Minerals Co. does not believe 
this conclusion to be a valid one, either from the view of economics or realistic 
planning for the future. 

For purposes of examining the problem I have singled out the Montana concen- 
trates, the details of which the chairman and committee members are well- 
informed. United Western Minerals Co. has made two proposals to the Govern- 
ment with respect to the Montana concentrates, both of which demonstrate the 
economic utilization of these concentrates. Both or either of these proposals, 
if accepted by the Government, would result in substantial peacetime as well as 

artime benefits. 

The problem as we see it, in brief, is as folllows: 








































I. THE MONTANA CONCENTRATES 






(a) Quantity 

All Montana chromite production at present is obtained from the American 
Chrome Co. which is operating under a loan and purchase contract with the 
Defense Minerals Procurement Agency (currently under the jurisdiction of the 
General Services Administration). The contract calls for the purchase of 900,000 
tons of chromite concentrate within 8 producing years, having a minimum grade 
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of 88 percent chromic oxide content. The contract is over 50 percent completed 
at present. The annual production represents approximately 75 percent of the 
total domestic production of all classes. 


(b) Quality 

The Montana chromite concentrate is submarginal in quality. However, the 
major chromite reserves in the United States will produce a concentrate of 
approximately the same quality. From available analyses the Montana concen- 
trate being produced is assumed to be 39.3 percent chromic oxide with 18.7 per- 
cent iron and a chromium to iron ration of 1.44 tol. Due to the low-grade quality 
of this concentrate, it is not economically usable in its present state for either 
metallurgical, chemical, or refractory purposes. The concentrate in its present 
form also represents a considerable storage and dissipation problem to the 
Government. j 


(c) Estimated Government investment 


The loan and purchase contract for 900,000 tons of Montana chromite concen- 
trate being stockpiled near the mine is estimated to represent a total purchase 
commitment of approximately $36 million, or $40 per ton. To this must be added 
handling and trucking charges to the railroad and the rail freight to eastern 
seaboard stockpile or market. Truck and handling charges to the railroad are 
estimated at $7.50 per ton and rail freight at $27.50 per ton. 

The total Government investment in Montana concentrate therefor is as follows 
(assuming trucking and freight are to be borne by the Government) : 





| 
Per ton Total contract 


Concentrate cost to Government. ..---- pin ledbssk ingidakva~datede ith tien wins | $40, 06 


) $36, 000, 000 

Handling and trucking to railroad.._..............-.--.-.--....--..-.- sa inal 7. 50 6, 7£0, 000 
Railroad freight to eastern seaboard... ..........---.--..--.-------.-.-- secatanl | 27. 50 23, 750, 000 
Total assumed investment in contract_............-.-..-..- Michiqihettieeioen 75. 00 66, 500, 00 


If. RELATIONSHIP OF CONCENTRATES TO OUR NATIONAL SECURITY 


(a) Not economically usable in present form 


The Montana concentrate in its present state is not desirable for use in the 
metallurgical, chemical, and refractory industries. These industries at present 
use cheaper imported ores of desired quality. 


(b) Present dependence on foreign sources for chrome ore and concentates 


According to the United States Bureau of Mines and EF & MJ Metal and Mineral 
Market statistics, American chrome requirements are met almost entirely by 
imports. Reserves of domestic offgrade and currently undesirable material 
are substantial. Enough production to provide 10 percent of requirements is 
only possible by high incentive prices. Production from our small reserve of 
specification grade material supplied by only 2 percent of the requirements in 
1953, despite incentive prices. 

The United States uses more than 50 percent of the free world production of 
chrome ores and the free world consumption is expected to double by 1970. 
European consumers are steadily expanding their requirements creating greater 
competition for United States consumers. Therefore, the problem of utilizing 
domestic submarginal grade ores becomes most important to the United States 
to insure a part of our requirements. 


(c) Foreign sources will be cut off immediately should war start 


About 80 percent of world’s lode chromite reserve is in Africa while Turkey has 
the greatest reserve of high-grade metallurgical ore. Turkish reserves will be 
depleted at present production rate within 25 years. New Caledonia is the only 
other current source of high-grade metallurgical chromite, although the Philip- 
pines has a reserve of about 1 million tons. These sources would all be cut off 
immediately should an international conflict start. Cuba has reserves of inferior 
grade material not suitable for metallurgical use in present practice. 

Canada has large reserves of submarginal material which can be concentrated 
to produce a material of similar quality to the Montana concentrates. 
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(ad) Time to construct plant facility to use domestic ore 
Nine months or longer would be required to construct facilities to use domestic 
ores under emergency conditions. Plant costs would be high and material 
priorities required. 
(e) Present stockpiles on chrome could be exhausted before conflict was over 
Increased demand of chrome-bearing steels would probably exhaust our stock- 
e before conflict was over even though restrictions on chrome uses were 
applied. This would certainly be the case in the event of a prolonged conflict. 


({) Rehabilitation 

There is little likelihood that present stockpiles of chrome of grade presently 
desired would carry over into a period of rehabilitation following an international 
conflict. Our foreign supply sources would likely be devastated, port facilities 
destroyed, and available shipping either knocked out or seriously limited as to 
make impossible the movement of ores of any type on a needed scale. Further, 
the need of metallurgical chrome products would be increased during the period 
of rehabilitation. 
(g) Building plant facilities after conflict started could be very dificult 

Building plant facilities after conflict started could be very difficult and would 
eall on use of critical manpower, materials, and industrial capacity which might 


be critically needed elsewhere. 

Disruption of transportation by movement of war materials could make the 
problem of plant construction in rapid time extremely difficult. 

Destruction or damage of present heavy manufacturing centers is probable, 
creating a further demand on chrome products for rehabilitation. 


(h) Research 

Facilities built in time of war have an emergency objective with costs becoming 
secondary. Desired research to produce better products and byproducts at lower 
costs require time which is at a premium during a war and, therefore ordinarily 
neglected. 


Ill. THE PROPOSALS 


Two separate proposals have been submitted to the Government by United 
Western Minerals Co. for processing subgrade Montana chrome concentrate. The 
proposals are based on more than 15 years of private research, development, pilot 
operation, engineering, and marketing studies at a cost of approximately $750,000. 

Many outstanding metallurgists, research experts, and companies cooperated in 
the development work. The feasibility of the process, engineering, and cost 
studies were checked by independent companies and institutions including Mon- 
santo Chemical Co., Columbia-Southern Chemical Co., Molybdenum Corporation 
of America, Arthur D. Little, Inc., California Institute of Technology, Vitro Corp., 
Western Knapp Engineering Co., and others. 


ProposaL No, 1 


PROPOSAL (SUBMITTED IN THE FORM OF A SERIES OF ALTERNATIVES) FOR UPGRADING 
DOMESTIC CHROME ORES AND CONCENTRATES INTO CHROMIUM METAL AND CHROMIC 


OXIDE 


Proposal 1 involves the use of our patented process and as submitted involves 
the conversion of 55,000 tons of Montana concentrate to chromium metal and 
chromic oxide over a 3-to-5-year contract period. 


PRoPoOsAL No, 2 


A DRAFT OF PROPOSAL (SUBMITTED IN THE FORM OF A SERIES OF ALTERNATIVES) FOR 
UPGRADING LOW GRADE DOMESTIC CHROME ORES AND CONCENTRATES TO A PRODUCT 
OF METALLURGICAL SPECIFICATIONS SUITABLE FOR STOCKPILING OR THE COMMER- 


CIAL MARKET 


Proposal No. 2 involves the treating of 400,000 tons of Montana concentrate 
Over a 3-to-5-year contract period. 
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(a) The processes 


' The patented regenerative process to be used in proposal No. 1 involves con- 
version of the contained chromic oxide in Montana concentrates to a soluble 
chromate and reduction of the sodium chromate to an iron and sulfur free 
chromic oxide. Chromium metal is produced by our improved technique in 
reduction with aluminum. 

The process used in converting Montana concentrate to a product meeting high 
metallurgical specifications consists of reducing part or most of the contained 
iron to an acid soluble constituent. The iron is removed to the extent. desired 
to yield a metallurgical specification end product. Little of the chromium is lost 
and removal of iron and other impurities during leaching raises the chromic 
oxide content of the product. The conversion is accompanied by a 25-percent 
weight reduction of the original concentrate. 


(0) The end products 


The end-product prices in both proposals are based on crediting the Govern- 
ment with any byproducts obtained. 

The end products in proposal No. 1 (treatment of 55,000 tons of Montana con- 
centrate within a 3- to 5-year contract period) are: 

(a) Chromic oxide and 
(b) Chromium metal (exothermic), with fused alumina as a byproduct. 

Both the chromic oxide and chromium metal are of high purity, inert and easily 
storable in containers. The chronic oxide is offered as extruded pellets, powder, 
or any form the Government or industry prefers. 

The process is also capable of producing the basic chrome chemicals: Sodium 
dichromate and chromic acid as desired. These chemicals are not recommended 
for long-range stockpiling. 

The end product in proposal 2 (treatment of 400,000 tons Montana concentrate 
within a 3- to 5-year contract period) is a high-grade product meeting Government 
metallurgical class specifications. 

Ultimately an iron byproduct suitable for producing sponge iron is contemplated. 


(c) Savings to the Government as against present investment and market value 
of products 
The Montana concentrates being presently produced represent a considerable 
investment by the Government in a product not desirable for either metallurgical, 
chemical, or refractory uses. 
The prices of the end products offered in our proposals include the Government 
.contract purchase price plus handling and truck charges to railroad and railroad 
freight to the eastern seaboard. 


Per ton 
Concentrate cost to Government (assumed) _--......-------_------__- $40. 00 
dinpGiing and track: Charges tO. TRUTORG cei erin — nce enn nnn 7. 50 


_Transcontinental freight to eastern seaboard__.__.--_-__--_--______-__ 27, 50 


Total cost paid or assumed by Government____-_-----_---_--_-__ 75. 00 


The transcontinental freight rate included above would place the product at 
eastern seaboard. 

The table appended sets forth the prices paid for ore and ore concentrates 
under the Government incentive purchase programs delivered Grants Pass, Oreg. 
The material must be moved to a market at Government expense. 


Price comparison—Proposal No. 1 


These two high quality products, suitable for stockpiling, for either metal- 
lurgical or chemical use are offered to the Government at a substantial dollar 
savings as compared to present contract market prices. 
atest techn rere 
| Present Proposed 
contract | price to Savings per 





oe ee See ...| 1.28 -1,29 83 


market | Govern- pound 
price | ment 
—_——— — —-——— ——. -- — -_——--—— --—~—— | — Se ———|————_—___—_—_—_————- 
| Cents 
enna necneen dr sareieease $0. 385-0. 415 $0. 34 4.6- 7.5 
f 
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The contract to treat 55,000 long dry tons as proposal No. 1 would be delivered 
to the Government at eastern seaboard as the following products: 


in talc nahh niin aod plinth Sieleettaadisienctgaieatitael 
Pounds | Price per Total price 














| 
Product | 
pound 
ENE SPECS S10, SO oe soe npiakceeanmgnel | 33, 600, 000 | $0.34 | $11, 424, 000 
MDM EA 2. a4. a8b sath hens dcesew ct sandendunenae | 10, 000, 000 | . 83 8, 300, 000 
i tertile eeenediii Ra eae |--n2ne-=e-noe= 1 19, 724, 000 


1 Price includes Government investment in concentrate, hauling, and freight. 


The above products would represent a dollar saving to the Government as 
follows : 











Product } Pounds | Proposer’s | Average Dollar 

price market price saving 
—_——__——- —- —- — =~ a Hee —-—- SS Syren a 
Chromic oxide--_-._.-.---- J ; 33, 600, 000 | $11, 424,000 | $13, 440,000 | $2, 016, 00u 
Chromium metal_.--.---- nat | 10, 000, 000 | 8, 300, 000 | 12, 900, 000 | 4, 600, 000 
Total---- -~ : ; ...| 19,724,000 26, 340, 000 | 6, 616, 000 


The total production from 55,000 long dry tons of Montana concentrate deliv- 
ered as chromium metal (exothermic) would be priced to the Government at 
$0.80 per pound with the same specifications outlined in proposal No. 1. The 
yovernment would receive the following product: 


Product : 
Chromium metal (exothermic) : 


I as teeta ain acttata ia sdschsaitieminscoliniantlyistal aig inlaid 29, 400, 000 
FRO THE OTT i ars eccrine acer atigsinceensimsaeimelal $0. 80 
TGF BNO oo Sennen ita: cncr ta earn inaptienietin thepeoatigtin tianlian ae $23, 520, 000 


The above product would represent a dollar saving to the Government, as fol- 
lows: 


Product : 
Chromium metal: 
it Tae ce 29, 400, 000 
PEO DORO. DEROD crsinstins <reranni-cotaprs-sieerenliplen cinta aid hig $23, 520, 000 
TORE RU ois ccna ies nsec en ic gree olen tad ened pinnae $37, 926, 000 
TN IN ns ccc ciety sitiitealhy <t cael aniicgieliie simi cael $14, 926, 000 


The total production from 55,000 long dry tons of Montana concentrate to be 
delivered as carbon reduced chromium metal produced from chromic oxide and 
priced to the Government at $0.65 per pound. The product will meet or better 
market specifications for carbon reduced chromium metal, but will not equal the 
specifications outlined by National Stockpile Specifications P-96, April 19, 1956: 
PAC for Exothermic Chromium Metal. 

The Government would receive the following product: 


Product: 
Chromium metal: 


PORE 6. ince riiienmarnnnnin nihnniersmihigeaiaaiaiasin-atialee sali ailaiie dle 29, 400, 000 
PPE TICE TRIE occa tine errno aoerneepsnsininnenit ee Lika anil $0. 65 
ERIE RED -cccciceconceonyinnth axexonennneecattinndiomaierdagrdehiadaliamm banal $19, 110, 000 


The above product would represent a dollar saving to the Government, assum- 
ing $1.25 per pound as the market price for carton-reduced chromium metal as 
follows: 


Product : 
Chromium metal (carbon reduced) : 
I a ccilinienstiomiiin magn eran gchithionictemihians th hcilananiinnaeupiaaelthd 29, 400, 000 
CONG, DEI. nner dines nstcttbinnnnninihintc taining tiie $19, 110, 000 
Market price... .. 22. on ens enna nn seen ek $36, 750, 000 
Tpiter! Caw ine is. sit oi ie $17, 640, 000 
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The total production from 55,000 long dry tons of Montana concentrate to be 
delivered to the Government at $0.32 per pound as extruded pellets (or powder 
if requested), of chromic oxide suitable for stockpile storage for either chemical 
or metallurgical use: 

The Government would receive the following product: 


Product: 
Chromic oxide: 
acai i ia enc ciasy uchnadinitn eecniniiiebs weer oruagin at 48, 000, 000 
Erika seengmen ermine uiantw awe nemeninhnacurpenn aimee $0. 32 
nearer eterinemindetamemnnierereisendinvacsicdasbe er ereiannitnngtibt $15, 360, 000 


The above product would represent a dollar saving to the Government, assum- 
ing an average market price of $0.40 per pound for chromic oxide, as follows: 


Product: 
Chromic oxide: 
te eae ein ee 48, 000, 000 
I a i a sibs ntesenleslinig ie Sts ine $15, 360, 000 
Ne a lena mous enenemnien ial $19, 200, 000 
a a eee a oiagintnaomaarcooumeimes $3, 840, 000 


Proposal No, 2 


The present Montana concentrates, representing a total Government commit- 
ment of approximately $75 per ton delivered eastern seaboard, are not desirable 
for either metallurgical, chemical, or refractory uses, therefore little value can be 
given to the product in its present form. United Western Minerals Co. in its 
proposal No. 2 offers to credit the Government its commitment for concentrate 
purchase, hauling and freight (freight on delivered tonnage of product), and 
deliver finished product to the eastern seaboard at the incentive chrome purchase 
price as set out in schedule appended. The price under the chrome incentive 
program is $115 per ton for ores and concentrate with 48 percent CreOg and a 
chromium to iron ratio of 3: 1 with established premiums and penalties for varia- 
tions from this base. 

The price for imported Turkish ores of metallurgical grade is $52-$56 per ton, 
with premiums and penalties, delivered eastern seaboard. 

The base price for Montana chromite converted by our process from a sub- 
marginal grade to a metallurgical grade would cost the Government over its 
present investment approximately $40 per ton. The resulting product would 
meet or better Government base metallurgical specifications. 

Should the Government desire that the converted Montana concentrate be 
sold to the commercial market the Government would be required to absorb the 
price difference. 

It is also the intent of proposal No. 2 that we produce a higher than base 
quality material to permit blending with lower grade metallurgical ores now 
owned by the Government to make a base product of 48 percent CroOz3 with a 
8:1 chromium to iron ratio. The Government can also purchase the metallurgi- 
cal grade product made from the Montana concentrate under the incentive chrome 
purchase program and use this tonnage to replace lower grade foreign material 
now in the stockpile. The replaced tonnage could be sold for the Government's 
credit for more than the cost of converting the Montana concentrate. 


IV. ADDED VALUES TO THE GOVERNMENT 

(a) Plants in being 

Should both proposals be accepted, two fully equipped plant facilities would be 
available to produce from submarginal Montana concentrates the high-grade 
products and byproducts listed above as future contingencies and national emer- 
gency may require. 


(b) Immediate use of processes 


The processes developed for utilizing Montana and other submarginal concen- 
trates could be put to immediate use to produce materials needed for national 
defense and the commercial market. 


(c)} Storage 


(“The high-grade products produced by either or both processes from Montana 
concentrates could be conveniently stored in strategic places throughout the 
country ready for immediate use. 
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(a) Imediate domestic benefit 

The use of these processes would provide an outlet for domestic ores and serve 

as a stimulus for the domestic mining industry, seriously needed at the present 
e. 

oat long-range minerals program of the Department of the Interior reached 

Congress in 1957 as S. 2375. At the hearings before the Subcommittee of the 

Senate Committee on Interior and Insular Affairs, Secretary Seaton’s state- 

ment with reference to proposals for payment of production bonuses, in part 

reads as follows: 

“The basically short world supply, coupled with the strategic nature of three 
of these minerals—namely beryl, columbium-tantalum, and chromite—as weil as 
the heavy dependence of the United States on distant overseas sources of supply 
underscore the desirability of making every effort to develop and maintain 
some production of these commodities from domestic sources.” 


Vv. WHAT NEEDS TO BE DONE 


What needs to be done is favorable action leading to a Government contract 
on either or both proposals. With a contract assured : 

(a) United Western Minerals Co. will, with private funds, build the facilities 
required and furnish operating funds to fulfill the contracts. 

(b) United Western Minerals Co. will provide the patented processes for use 
in implementing proposal 1. 

(c) United Western Minerals Co. will provide the know-how obtained from 
more than 15 years of development, research, and engineering. 

(d) The Government must provide some sort of incentive; that is, to share 
the undertaking with United Western Minerals Co. This can be done in a 
number of ways. Among them are: 

1. The Government would contract to take the total production at the 
proposal prices. 

2. United Western Minerals Co. could introduce the products to the com- 
mercial market. In the event that the full production could not be marketed 
commercially, the Government would agree to purchase the unmarketed pro- 
duction. It is estimated that during the initial part of the contract period, 
the Government would be required to purchase a large part of the production. 

3. The Government may desire to enter into a loan-purchase contract. 

(e) The United Western Minerals Co. would continue research work and pilot 
operations using its electrolytic chrome patents which show promise of even- 
tually making chromium metal produced from Montana concentrates competitive 
to present practice of introducing chromium into steels and alloys. 


VI. EFFORTS MADE TO INTEREST THE GOVERN MENT 


(a) Prior to 1958 

Work on processes to make domestic chrome ores and concentrates usable and 
eventually competitive with imports was started in 1939, just before our entering 
World War II. The War Production Board and the Bureau of Mines cooperated 
generously during this phase. The Advisory Committee of the WPB approved 
our process for reduction roasting to produce an acid soluble iron which when 
leached would raise the chromium content and raise the chromium to iron ratio 
to yield a product suitable for production of ferrochrome by standard practice. 
Erection of production facilities was suspended along with all domestic chromite 
mining operations when African shipping lanes were reopened. Private financ- 
ing and continuation of the project was also rejected at this critical time. 

Research and development work was resumed at the close of the war by the 
Pacific Bridge Co. and a pilot operation was run for more than 2 years. 

Reviews of the results and price analyses were discussed with different Gov- 
ernment agencies in 1947 and while interest was expressed nothing positive was 
accomplished even though private capital was being expended to achieve a 
method of utilizing our domestic reserves economically. 

In 1954 the Western Machinery Co. sponsored the project and a proposal was 
submitted to the Government. The Office of Defense Mobilization, the Depart- 
ment of the Interior, and the General Services Administration exhibited intense 
interest in the process and proposal. Nothing came out of the negotiations and 
could not without a directive from Office of Defense Mobilization to purchase 


27255—58—pt. 2——24 
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high-quality chromic oxide and chromium metal at below market price and 
made from Government-owned concentrate. Meantime our Government was 
continuing to pursue its program of developing chrome ore reserves in foreign 
countries which it is now clear would be quickly cut off in the event of an inter- 
national conflict. 

Privately sponsored research, development, and engineering continued and, in 
January 1957, after encouraging meetings with Department of Interior officials, 
a proposal was then made to convert part of the Montana chrome concentrate 
tonnage to chromic oxide and chromium metal at considerably less than market 
cost of these products. The proposal was submitted to Mr. George Beitzel, As- 
sistant Director, Office of Defense Mobilization on February 22, 1957, and meet- 
ings were arranged by ODM with the Department of Interior (Bureau of Mines) 
and the General Services Administration. Verbal enthusiasm for the product 
prices was expressed by all three departments and we were again informed q 
directive from ODM would be required. 

No acknowledgment or receipt of proposal or rejection was ever received from 
the Office of Defense Mobilization. 


(b) Since January 1, 1958 


United Western Minerals Co. on January 20, 1958, submitted a proposal for the 
upgrading of domestic ores and concentrates into chromium metal and chromic 
oxide to Mr. Gordon Gray, Director, Office of Defense Mobilization. Discus- 
sions were held with the ODM and a meeting was arranged by them with the 
Department of Interior (Bureau of Mines). 

United Western Minerals Co. then submitted proposal 2 in April 1958. 

That is the situation at the moment. 


(c) Inconclusion 


American private enterprise at its expense has endeavored to partially cure 
a serious deficiency of a strategic domestic material using subgrade domestic 
resources. Meanwhile, the Government has demonstrated no desire to actively 
participate in this development work. 

Our proposals enable the Government to recoup its per ton investment in sub- 
marginal material and receive high-grade products at considerably less cost 
than it can purchase them at market prices. This is the immediate advantage 
to the Government and one which can be understood by all. The other advan- 
tages which I have enumerated have to do with strengthening our domestic 
industrial base and thereby increasing our national security against the possi- 
bility of world conflict. 


Prices per long dry ton offered by General Services Administration for domestic 
chromite (base 48 percent Cr.03, chrome-iron ratio 3:1) delivered to Grants 
Pass, Oreg., 1951-57 *? 


























Chromic oxide (Cr203), percent 
Chrome-iron ratio |____ ‘ » adieas < a eee 
| | | | - 
| 42 | 43 | 44 45 | 46 | 47 48 49 50 51 52 | 53 | 54 
colada idiciashahadieditlnee | ales | aataivebbbitead Dilaincleslcin nis Bs cilia mcslinibibeiiild Sivacllbnbenl letntteh ell et na seis hasta 
Bee Gout baa bees $117 | $120 | $123 | $126 | $129 | $132 $135 | $139 | $143 $147 | $151 | $15 $159 
SRG d whee dadwiah | 113 | 116 119 122 125 128 131 | 135 139 | 143 147 151 | 155 
SE A eieade «beided 109 112 115 118 | 121 124 127 | 131} 135} 139 143 147 | Lid 
hin hbo ent ----| 105 108 | 111 114 117 120 | 123 127 | 131 | 135 139 143 147 
Maths a diccccdscciay “Tee 104 107 | 110 113 116 | 119 | 123 127 | 131 135 139 | 143 
Bias hk snk 97 | 100 103 | 106 109} 112); 115 119 123 | 127 131 135 | 139 
BET... ccnceentiucbich. 2th Lae 100 | 103 106 109 | 112 116 | 120; 124 128 | | 136 
OS a cheacthtadwieues 91; 94 97 | 100 103 | 106) 109) 113 |} 117] 121 125 133 
Wet Rite nncktbadyaten 88 91 94 7 100 103 106 110 | 114] 118] 122 i. 130 
SEMEE Biv ave cose qugltt cliblahtaln 85 88 91 94 97 | 100 103 107 lll | 115} 119 123 127 
RET cd cisco ssinis~< 82 85 88 91; 94) 97 100 104 108 | 112| 116 120 124 
diab oket iattictend 79 82 85 88 91 | 94 97 | 101 105 109 | 113 117 121 
Risin didetpttes edhe tie 7 79 82 85 88 91 94; 98] 102| 106] 110 114 118 
Bess widens -ds5.- | 73 76 79 82 85 88 91 95 99 | 103 | 107 lll 115 
Teta ceicnnccceiiend 70 73 76 79 82; 85; 88 92 96 | 100 | 104 108 112 
Gast. 3 “=| 67; 70| 73] 76| 7/ 82| 85| 89| 93 1 97| 101| 105] 109 
| 




















1 Fractions appearing on analysis reports are prorated in computing premiums and penalties. 
2 Prices shown are for lump ore; payments for fines and concentrates are $5 a ton lower. 
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» Mr. Simvson. The Government has contracted for the purchase of 
900,000 tons of chromite concentrates within 8 producing years, hav- 
ing # minimum grade of 38 percent chromic oxide content. This 
contract is over 50 percent completed. Due to the low-grade quality 
of this concentrate, it is not economically usable in its present form 
for either metallurgical, chemical, or refractory purposes. 

It is assumed that the total Government investment in this under- 
taking will be approximately $75 per ton including transportation 
costs, or a total rp $68,500,000. Unless some action is taken by the 
Government for the processing of these concentrates into commer- 
cially competitive products, the Government stands to lose its original 
investment. 

United Western Minerals Co. has made two proposals to the Gov- 
ernment which, if accepted, would not only redeem the original 
investment but return to the Government a substantial dollar savings. 

By the use of its patented process, United Western Minerals pro- 
posed that 55,000 long dry tons of the Montana concentrates be 
processed into chromium metal and/or chromic oxide, of high purity, 
inert and easily storable in containers. 

A series of choices were offered. If the Government elected to 
contract for both chromium metal and chromic oxide, this would 
result in a net savings of $6,616,000, 

In this connection I would like to point out that chromium metal 
would be delivered at a cost to the Government of $0.83 per pound 
as against the going market price of $1,29 per pound and chromic 
oxide at a cost of $0.34 per pound as against the going market price 
of $0.385-$0.415 per pound. 

If the Government elected to contract for chromic oxide alone, 
in the form of easily storable extruded pellets or powder, this would 
reflect a dollar savings of $3,840,000. 

This product would be delivered to the Government at $0.32 per 
pound as against an assumed average market price of $0.40 per 
pound. 

If the Government elected to contract for chromium metal 
(exothermic) alone, this would reflect a net dollar savings of 
$14,926,000. 

Finally if the Government elected to contract for carbon -reduced 
chromium metal, a quality product which would meet or better 
market specifications for same, this would reflect a dollar savings of 
$17,640,000. This product would be delivered to the Government 
at.-$0.65 per pound as against the going market price of $1.25 per 
pound, 

All the prices I have given include the Government investment, 
hauling, and freight charges of delivery to eastern seaboard locations. 

This series of proposals was submitted to the Office of Defense 
Mobilization on January 20, 1958. 

Still another proposal was presented April 3, 1958, to the Depart- 
ment of the Interior. This step was taken in light of testimony given 
by Secretary Seaton before this committee on S. 2375 during 1957. 

Secretary Seaton made this cogent observation : 

The basically short world supply, coupled with the strategic nature of three of 


these minerals—namely, beryl, columbium-tantalum, and chromite as well as the 
heavy dependence of the United States on distant overseas sources of supply 
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underscore the desirability of making every effort to develop and maintain some 
production of these commodities from domestic sources. 

The offer made to the Department of the Interior proposed that 
United Western Minerals convert the submarginal grade Montana 
chromite to a metallurgical grade, meeting or bettering Government 
base metallurgical specifications. 

The Government would be credited its commitment for concentrate 
purchasing, hauling, and freight (freight on delivered tonnage of 
products) and delivery of the finished product to the eastern seaboard 
at the incentive chrome purchase price. 

The price under the chrome incentive program is $115 per ton for 
ores and concentrates with 48 percent Cr.O, and a chromium to iron 
ratio of 3:1 with established premiums and penalties for variations 
from the base. 

It appears that the Department of Interior will be unable to take 
any action on this proposal without a directive from the Office of 
Defense Mobilization. 

It also appears that under current policy, the Office of Defense Mo- 
bilization lacks interest in the utilization of domestic submarginal 
ores and minerals even though the proposals made reflect a substantial 
dollar saving to the Government. 

There are other values to the Government in the proposals which we 
have made. Among those are the following: 

(1) An in-being plant would be available to produce from domestic 
submarginal Montana concentrates the high-grade product and by- 
products which I have listed, as future contingencies and a national 
emergency may require. 

(2) The high-grade products that would be produced with the sub- 
marginal grade concentrates could be conveniently stored in strategic 

laces throughout the country ready for immediate use. There would 
be no loss or dissipation of these byproducts in storage. 

(3) In the event of an international conflict, foreign sources for 
chromite now amounting to well over 90 percent of our annual require- 
ments would be cut off immediately. Nine months or longer would 
be required to construct plant facilities to use domestic ores and con- 
centrates under such emergency conditions. 

The cost of construction would be high and material priorities 
highly involved. The probability exists that the increased demand 
for chrome-bearing steels would exhaust our stockpile before the 
conflict was over even though restrictions on chrome uses were applied. 
This would almost certainly be the case in the event of a prolonged 
conflict. 

(4) There is little likelihood that present stockpiles of chrome of 
grade presently desired would carry over into a period of rehabilita- 
tion following an international conflict. The need for metallurgical 
chrome products would be increased during the period of rehabilita- 
tion. 

(5) Utilization of the patented processes held by United Western 
Minerals would provide a much-needed outlet for domestic ores and 
thus serve as a stimulus for the domestic mining industry. 

Mr. Chairman, that is all I have to say at this time. 

The Cuarrman. Are there any questions? 

Mr. Repwine. Just what is the history of this patented process ? 
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Mr. Stmpson. Mr. Redwine, the processes that the company has been 
working on for the past 3 years actually started in 1940 with experi- 
mental work done by various companies on the Pacific coast, in 
conjunction with Dr. A. W. Patterson. 

ngineering has been done by some companies such as Western 
Knapp, Monsanto Chemical, and there has been some economic work 
done by Arthur D. Little & Co. 

Mr. Repwine. Is it economically proved? Have the metallurgicals 
and the economics been worked out? 

Mr. Stimpson. The economics have been completely worked out and 
the pilot plant tested over a period of 4 years. 

r. Repwine. How large a capacity does the pilot plant have? 

Mr. Simpson. May I refer to Dr. Patterson on that? 

Mr. Patrerson. The pilot plant was run while I was with Pacific 
Bridge and Pan American Engineering, and we had a split plant. 
The furnacing had to be done batchwise, 25 tons a day furnacing 
operation, and the rest of the plant was running at 10 tons a day. 

Mr. Repwine. What kind of ores did you put through there ? 

Mr. Simpson. We were using the Montana concentrate, the Oregon 
concentrate, and the Phillipine concentrate, all of low-grade quality 
of less than 40 percent. 

_ Repwine. Did you have equal success with the three types of 
ores 

Mr. Stmpson. Very much identical. 

Mr. Repwine. Mr. Simpson, perhaps you might want to refer this 
to your attorney : The proposal that you made some time ago to ODM- 
GSA, just what is the status of that? 

Mr. Suea. There has been no action taken of any character what- 
soever. 

Mr. Repwine. Did you have an extended conversation or conference 
with them, in respect to the process or anything like that ? 

Mr. Suea. Yes, sir. Dr. Patterson and I appeared before Mr. Gray 
and Mr. Hughes of ODM and we also appeared before Mr. Shannon, 
Mr. Mold, and Mr. Hayes, of Interior. That was back in January 
of this year, January 21 and 22 of this year. 

That refers to our first proposal. That, in turn, refers to our 
patents. We have had no action of any character whatsoever in 
respect of those patents or growing out of those hearings. 

Mr. Repwine. Let me ask you this: Did you file your second pro- 
posal because you were discouraged with the lack of action on the 
first one, or would you prefer the second proposal ? 

Mr. Sura. We made it very clear when we filed our second pro- 
posal, which was on April 3 of this year, that we wanted both pro- 
posals considered, not one in lieu of the other but we wanted to have 
both approved. I personally presented that proposal to Mr. Hardy 
and to Mr. Shannon, of the Department of the Interior. We have 
not heard anything concerning that second proposal any more than 
we heard anything concerning the first proposal. 

Mr. Repwine. Mr. Simpson and Dr. Patterson, I will address this 
question to both of you: Assuming that you received approval and 
the ODM was ready to enter into a contract with you on either one 
or both of the proposals, how soon could you start? 

Mr. Patrerson. Both plants could be in operation within 8 months. 
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Mr. Repwine. Within 8 months? 

Mr. Parrerson. Yes. The engineering has been completed. 

Mr. Repwrne. Is there any shortage of equipment that might be 
involved that would slow you down? 

Mr. Partrerson. Not at the present time. 

Mr. Repwine. Are you asking for any Government financing? 

Mr. Simpson. No, sir. This would all be privately financed. 

Mr. Repwrne. You are adequately Anamaedt to go through with 
either or both propositions at the same time ? 

Mr. Srupson. That is right. 

Mr. Repwine. Mr. Ohateniai; may I suggest that the staff be di- 
rected to look into this matter with the ODM-GSA and the Depart- 
ment of the Interior, and see what the status is. 

It seems that this might be a very worthwhile project. Also, you 
could instruct the staff to work with these gentlemen. 

The Cuarrman. The staff will be so directed. 

Does that conclude your statement 

Mr. Srmpson. Yes, sir. That concludes my statement. May I 
thank you, Senator, the chairman of the committee, and other mem- 
bers of the committee. 

Senator Martone. May I ask a question ? 

The Cuatrman. Yes, Senator Malone. 

Senator Matone. Mr. Simpson, you are interested in mining 
chromite ? 

Mr. Srmpson. No, in milling chromite. We submitted two pro- 
posals to the Office of ODM and the General Services Administra- 
tion to upgrade the domestic chromite stockpiles that are now located 
in Montana. 

Senator Martone. Are there any stockpiles located in California! 

Mr. Stmpson. None that I know of, sir. 

Senator Matone. Oregon ? 

Mr. Stmpson. There are some in Oregon, yes, sir. 

Mr. Parrerson. The stockpiles in California were moved out of 
there to the Grants Pass Receiving Station. 

Senator Matonr. There is quite a stockpile in Oregon, at Grants 
Pass ? 

Mr. Parrerson. Yes, sir. 

Senator Martone. You are not interested in that ore? 

Mr. Parrerson. That submarginal ore, yes. They buy two quali- 
ties there. They buy concentrates, but primarily the material that 
they are buying can be used in its present form, whereas the low- 
grade concentrates are not usable. 

Senator Martone. What grade ore are they mining in Montana be- 
fore it is concentrated ? 

Mr. Parrerson. Well, that depends entirely. But it will run 
anywhere from 15 to 22 percent. They can mine more than that, 
but the best grade concentrate they can make will be between 38 
and 40 percent. 

Senator Matonr. What would you do with the concentrates, then ? 

Mr. Parrerson. We would convert those concentrates. There are 
two proposals. In the first proposal we would convert that concen- 
trate to chromic oxide and chromium metal. 

Senator Maronr. What would be the proportion, or how do you 
do that? 
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Mr. Parrerson. Well, we have to make chromic oxide in the 
process first, and then reduce the chromic oxide to obtain chromium 
metal. 

Senator Martone. When you produce the chromium metal, do you 
have all the chromium, then, that is used in the manufacture of steel ? 

Mr. Patrrerson. Well, it is used 

Senator Martone. Maybe the question wasn’t too clear. Do you 
have all the chromium content in the metal that can be used in the 
manufacture of stainless steel or any other use ? 

Mr. Parrerson. Yes, you can make it with that. However, chro- 
mium metal, because of its high price, is used primarily in those alloys 
which require an iron-free alloy. Then if chromium can be produced 
cheap enough, it can be used in all steels. 

Senator Matonr. You have identified yourself for the record, havé 
you? 

Mr. Patterson. Yes, sir. 

Senator Matoner. All three of you? 

Mr. Parrerson. Yes, sir. 

Senator Martone. Are you familiar with the method that was 
worked out by the stainless steel company in Baltimore, where they 
use the chromium raw material direct ? 

Mr. Parrerson. Yes, sir. 

Senator Matone. Is this too low grade to use? 

Mr. Parrerson. No, the Montana chrome can be used. 

Senator Martone. Direct in a furnace for stainless steel ? 

Mr. Parrerson. Yes, sir. 

Senator Martone. 15 or 20 percent ore? 

Mr. Patrerson. No, not ore, but as a concentrate. 

The Montana concentrates would serve. 

Senator Martone. What is the content of the ore itself when they 
mine it ? 

Mr. Parrerson. The Montana ore? 

Senator Martone. Yes. 

Mr. Parrerson. I repeat, I don’t know what grade they are mining, 
but the Montana deposits are running from 8 percent to 20 to 25 
percent. 

Senator Martone. There is a method where you can use the ore 
before it is concentrated, isn’t there, directly into the furnace? 

Mr. Parrerson. Not economically. You can use it, but not eco- 
nomically. 

Senator Matone. Even if it was 30 or 35 percent? 

Mr. Parrerson. If it was 30 or 35 percent, it could be used. 

Senator Martone. Economically ? 

Mr. Parrerson. Well, it is according to what you want to say is 
economic. You have to ship that from Montana to use it in Balti- 
more where the furnaces exist to do that. 

Senator Matone. Is Baltimore the only stainless steel plant? 

Mr. Parrerson. It is the only one so far as I know that is using the 
direct process or the rustless process. 

Senator Matonr. Well, it is cheaper. They make cheaper stain‘ess 
steel doing that than they do going through all the other steps, de 
they not? 

Mr. Parrerson. They have an advantage of a few dollars a ton 
over using ferrochrome in making stainless steel. 
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Senator Martone, That is an advantage, isn’t it? 

Mr. Parrerson. That is to their advantage; yes, sir. However, 
that is all from foreign ores. They don’t use any domestic ores. 

Senator Matonr. They may not now, but they did during the war, 
didn’t they ? 

Mr. Parrerson. During the war they used some California ore; 

es, Sir. 
: Senator Martone. That is right. They apparently could still use 
that ore, then ? 

Mr. Patrerson. At a price; yes, sir. 

Senator MaLone. Well, they could use the ore? 

Mr. Patrerson. Yes, sir. 

Senator Martone. The freight is what would make the differential, 
and you think it would overcome any advantage they have by using 
it directly ¢ 

Mr. Parrerson. That is right. Furthermore, during the war when 
they did use the California ores, they set up their own concentrators 
and concentrated that ore. 

Senator Martone. Before they used it? 

Mr. Parrerson. Before they used it. 

Senator Martone. They used none of it direct ? 

Mr. Patrerson. Direct as ore, no sir; so far as I know. I know 
they had these plants. 

Senator Matone. Do you know they did not? 

Mr. Patrerson. I do not know they did not. 

Senator Matoner. I am under the impression they did, but we can 
find that out by the people who built the plant. 

Mr. Patrerson. I know they built their plants in ‘‘alifornia and 
concentrated that and shipped it. 

Senator Martone. What is the freight rate, by water, from Cali- 
fornia and Oregon, Grants Pass, Oreg., to Baltimore ? 

Mr. Parrerson. I do not know. 

Senator Matonr. You do not know whether it would be economic 
or not, then ? 

Mr. Parrerson. I know that the freight rates from Oregon to 
Baltimore will be more than their present cost of freight from 
Africa. 

Senator Martone. The water rate? 

Mr. Parrerson. Yes. 

Senator Martone. Could you look that up for us ? 

Mr. Patrerson. I certainly will. 

Senator Matone. What are they mining out there before it is con- 
centrated, the ore that is in the stockpiles in Oregon and California? 

Mr. Parrerson. Well, we had some plants during the war that we 
built and we operated on beach sands. But the present ores they are 
mining out there range from small lenses to some fair size deposits, 
some of them up to 8,000 or 10,000 tons, but very few of them. 

Most of them are smaller deposits. 

Senator Matonr. We have that evidence in the record, and we also 
have evidence that if they had a 20-year plan or tariff on the program 
as a principal set down by Congress, they might be able to produce 
what is needed in the country, so far as what is needed annually. You 
don’t have to cover the amount they have. What grade is it when 
they put it in the stockpile? 
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Mr. Patrerson. At Grants Pass they accept from 40 percent up. 

Senator Martone. Then if 40 percent could easily be used directly 
in the stainless-steel plant we are discussing—could it not? 

Mr. Patrerson. Yes, sir. 

Senator Matone. And the iron content does not bother it, because it 
is iron they are making anyway. 

Mr. Parrerson. Not in this process; no, sir. 

Senator Maton. The only thing that would bother it will be the 
phosphorus ? 

Mr. Partrerson. Phosphorus will bother them. But I would like 
to clarify it. There are not many facilities for using chrome ore 
direct into steel in this country. Practically all of them 

Senator Martone. Is the expense to convert to the use of the raw ore 
prohibitive ? 

Mr. Parrerson. That you will have to find out from the steel 
companies. 

Senator Martone. Well, it is a cheaper process, isn’t it, several dol- 
lars a ton? 

Mr. Patrerson. It is several dollars a ton cheaper. 

Senator Martone. That sometimes is quite an inducement; isn’t it? 

Mr. Patrerson. I can’t speak for the steel people. 

Senator Matonge. You wouldn’t know whether that would be an 
inducement or not? 

Mr. Parrerson. No, sir. 

Senator Matong. Is any of this ore on the west coast stored at 
Grants Pass in concentrates? 

Mr. Parrerson. There are considerable concentrates at Grants Pass. 

Senator Martone. Where do they concentrate it ? 

Mr. Patrerson. There are several, or were. I do not know whether 
they are shut down now or not. Up until a few months ago there 
were several operations in northern California producing concentrates 
that were being shipped to the Grants Pass stockpile. 

Senator Matone. Isn’t most of the Oregon ore just stored as ore, 
and stockpiled, or is it ? 

Mr. Patrerson. So far as I know, that is the only outlet you have 
for disposing of your ore in California or Oregon. 

Senator Matone. But isn’t it stored as ore, not as concentrates? 

Mr. Partrerson. Both. They are accepting concentrates as well 
as ore. 

Senator Matone. I am talking now about the Oregon production. 
What percentage of the Oregon production is being concentrated 
before it is stored ? 

Mr. Parrerson. Very little. 

Senator Matone. That is what I thought. I thought so. And 
mostly it is running 40 to 45 or 46 percent. 

Mr. Parrerson. Yes, sir. 

Senator Matone. But you are not interested in reducing any of 
the ore out there, anyway ? 

Mr. Parrerson. No: that can be used in its present grade, and 
the buying schedule there has such penalties on the chrome-to-iron 
ratio, and the fact that the Oregon and California ores do have a 
better chrome-iron ratio in general than the Montana or the beach 
sands which are our large reserves of tonnage. 
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Senator Matonr. Where are the beach sands ? 

Mr. Patrerson. Along the California, Oregon, and Washington 
coast. 

Senator Martone. Are there any in Florida? 

Mr. Parrerson. Not with chrome in anything that might be con- 
sidered a commercial quantity. 

Senator Matone. How much oreisstored? Where are they storing 
the Montana ore ? 

Mr. Patterson. It is right at the plant or near the plant, so far 
as I know. 

Senator Martone. How much ore is there ? 

Mr. Parrerson. I don’t know. The contract had 8 years to run 
from the date of starting, and the published records are that they are 
way over half finished. So there must be well over 500,000 tons. That 
can be checked. 

Senator Matone. That runs from 8 to 22 percent ? 

Mr. Patrerson. No, that is concentrates. It runs from 38 to 3914 
percent. 

Senator Marone. I just had a note here that there are 550,000 tons 
of concentrates stored there. It is concentrates that you want to 
work over ? 

Mr. Patrerson. That is right. 

Senator Martone. And you can’t use the concentrates of 38 to— 
what did you say the percent was, of the concentrates ? 

Mr. Patrerson. From 38 to 3914 percent. 

Senator Matone. And you can’t use those ? 

Mr. Parrerson. Not excepting at the rustless plant, which is a very 
small plant. It makes stainless steel. It does not make our normal 
chrome steels. 

Senator Martone. What does it cost a ton for you to do this job? 

Mr. Parrerson. There are two processes. They vary in cost. One 
process is reducing that to make a metallurgical chrome out of it. 
That is, increasing the chrome content and taking the iron out so 
that you have a chrome suitable for all types of steel. That can be 
done at a price—if we were buying foreign ores of subquality, we 
could do it with foreign ores and sell those foreign ores as metal- 
lurgical chrome to the market competitive with the cost of importing 
high-grade chrome ores. That is the one process. The other process 
is that we can use those ores and produce these two compounds, 
chromium metal and chromic oxide, competitive to any process there 
is at the moment. 

Senator Matone. I don’t quite get what you are competing with. 
Do you mean you can compete with foreign ores imported by doing 
this job? 

Mr. Parrerson. Yes. If we could get the material at the same 
price that it would cost us to deliver the foreign ores to this shore 
and not at the Government-purchased price. 

Senator Matone. Of course, you can’t do that. 

Mr. Patrerson. But what I was getting at is that there is that 
differential. 

If we could get foreign ores, we could turn these products out 
cheaper than anyone in this country can turn them out at the same 
price. 
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Senator Martone. What I asked you really was what is the cost of 
the process? We will know what the ore costs already, in either case. 

How much per ton of the concentrates that you handle, and how 
much per pound or whatever the measure you make of the chromium 
metal or oxide? 

Mr. Parrerson. How much per pound ? . 

Senator Martone. Per pound, per ton, whatever you use. 

Mr. Patrrerson. We can produce chromium metal at a cost of 

Senator Martone. Just your cost. The Government is already pay- 
ing for the ore. You can supply that, if you want to, and save 
the time of the committee. Supply it today, if you can, to the 
chairman. 

Mr. Parrerson. I will be glad to. Thank you. 

Senator Matonr. Where would you do the job? 

Mr. Stupson. The job would be done in Montana. 

Senator Martone. You would build your plant right in Montana? 

Mr. Parrerson. Yes, sir. 

Senator Matonr. So it would be available to do this for the remain- 
der of whatever they produce also ? 

Mr. Parrerson. Yes, sir. We have made two studies. One is a pos- 
sibility of building it on the gulf coast, because of freight rates, sea- 
board rates, and utilities, soda ash and other chemicals that would 
go into the process, but it looks like now the freight rates would be 
about the same. 

Senator Martone. [ am interested particularly in this because I think 
generally speaking it is a good idea. There have been offers made to 
reduce the managanese stockpile in the same manner. You are not 
interested in manganese. Chrome is what you are interested in. 

The same offer, that is, the same type of reduction, would be made 
in manganese to make it usable, whereas, as a matter of fact, much of 
itis low grade and not directly usable. 

I think that is all, Mr. Chairman. 

The Cuarrman. Does that conclude your testimony ? 

Mr. Srmpson. Yes, sir. 

Senator Warxrys. As I undersaand, this is entirely a Montana 
operation ? 

Mr. Sturson. No, sir. We have made a study and Arthur D. Little 
has made a study for us, which we have here available, on this chrome 
process, and there are some unknown facts yet, Senator Watkins, 
whether it would be more feasible to build all of the plant in Montana 
or part of it in, let’s say, the gulf coast, Texas, the Corpus Christi 
area, 

If part of the milling was done there, and the other down below, 
then it would be in those two areas. 

Senator Watkins. I am sorry I did not get to hear your main pre- 
sentation, but do I understand that these are plants yet to be built? 

Mr. Stmpson. Yes, sir. All we have done, sir, is submit two pro- 
posals to the Government. in regard to these Montana concentrates. 
We were supplying to the committee the information on what we have 
done. We have not heard any answers to either of our proposals 
from the Government. We feel that the proposal has merit from the 
security point of view and from a business point of view to the Govern- 
ment, as well as, naturally, we are interested in doing the job our- 
selves from a business point of view. 
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We would privately finance and build the plant, and we think 
it would put dies Montana concentrates into a situation where they 
would be useful to the Government, the Nation, and the economy, 

Senator Watkins. That would be a good objective as far as I can 
see. 

I am sorry I cannet stay longer, Mr. Chairman. We have a Judi- 
ciary Committee meeting this morning, and we have many matters 
that are important and pressing. While I would like to stay here, I 
am afraid I must go up to the Judiciary Committee. 

The Cuatrman. We appreciate your appearance and hope you can 
come back. 

Mr. Simpson, are you from Montana ? 

Mr. Simpson. No, sir. I am from New Mexico, but I used to live 
in Montana. I graduated from school in Dillon, Mont., from high 
school. I once had the honor of being State welterweight and mid- 
dleweight amateur boxing champion of Montana some time ago, quite 
a while ago. 

The CuatrMAn. We appreciate your testimony here this morning. 

The next witness will be Mr. Walter E. Seibert, president, St. 
Lawrence Fluorspar Co. 


STATEMENT OF WALTER E. SEIBERT, PRESIDENT, ST. LAWRENCE 
FLUORSPAR CO., ACCOMPANIED BY MONROE KARASIK, WASH- 
INGTON COUNSEL, THE FLUORSPAR IMPORTERS AND PRODUCERS 
INSTITUTE 


The Cuatrman. Senator Malone will now preside. 

Senator Matone (presiding). Thank you, Mr. Chairman. 

Mr. Seibert, will you identify yourself for the purpose of the rec- 
ord, and then make any statement you care to, whether you read it or 
if you don’t want to read it we can include it in the record. 

Mr. Setsert. I would like to read it, if I may. 

Senator Matone. Do you have extra copies? 

Mr. Seteert. No, I do not, Senator Malone. 

My name is Walter Seibert. I am an American citizen, born in 
Newark, N. J., and I have lived in New Jersey all my life. I am 
president and controlling stockholder of four different companies that 
are in the fluorspar business. The original company is the St. Law- 
rence Corporation of Newfoundland, Ltd., a company formed under 
the laws of the then Colony of Newfoundland. I am president of 
the St. Lawrence Fluorspar, Inc., a corporation organized under the 
laws of the State of Delaware. And I am president of a Mexican 
company, Minera Julietta, organized under the laws of Mexico. 

The fourth company is the Great Lakes-St. Lawrence Fluorspar, 
Inc. 

I first acquired control—— 

Senator Martone. I think I missed one of the companies. The St. 
Lawrence, the Minera Julietta, and the Great Lakes. What is the 
fourth one? 

Mr. Serert. The Great Lakes-St. Lawrence Fluorspar is the 
fourth one. 

Senator Matong. The St. Lawrence Corp. of Newfoundland, the 
Minera— 





































Inc., which is a Delaware corporation. 
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Mr. Seisert. The second one I gave was St. Lawrence Fluorspar, 


Senator Martone. All right. 

Mr. Semert. | evigimally acquired my fluorspar prospects in New- 
foundland in 1930. We actually began operations in 1933. So I 
have been in active fluorspar mining and milling industry for over 25 
ears. I actually pioneered and developed the Targe fluorspar depos- 
its in Siewieeaiends Canada, where we have several million tons of 
fluorspar in reserve and we have modern mining and milling facili- 
ties for producing all grades of fluorspar. 

Senator Martone. Do you think the Western Hemisphere would 
have no trouble then in supplying all the fluorspar needed in the 
Western Hemisphere? 

Mr. Serert. No, sir; I do not. I feel that Canada and more re- 
cently Mexico will definitely take care of the needs of our country 
for many years to come, if called upon to do so. 

Senator Matonr. Then you mean the Western Hemisphere can be 
self-sufficient in the production of fluorspar ? 

Mr. Sereert. I believe it can. 

Senator Matone. There wouldn’t be any need to fight a war to 
protect overseas areas, Europe and Asia, to get the fluorspar? 

Mr. Sererr. No, sir; I do not think that is necessary. 

Within the last 3 years we acquired large reserves of fluorspar in 
northern Mexico in the State of Coahuila, and in Mexico we have a 
heavy medium mill outside of the city of Saltillo, Coahuila, and we 
presently produce metallurgical grade only at that point. 

We have a large warehouse, a drying and flotation plant in Wil- 
mington, Del., and a warehouse and drying plant in Cleveland. 

I am personally acquainted with most of the large fluorspar opera- 
tors in the United States and I have discussed our mutual problems 
with them on many occasions over the past years. 

Senator Matone. What are the mutual problems? 

Mr. Semertr. Problems of beneficiating ore, problems of sales, prob- 
lems of selling prices of ore. We are all admitting the fact that 
fluorspar prices are low. 

Senator Matong. Do you mean—— 

Mr. Sersert. We have discussed problems of deposits in Mexico, 
where most of the American producers have gone to look for reserves 
of fluorspar. 

Senator Matone. Who is admitting the problem of low prices? 

Mr. Serert. Well, I have talked to Ozark-Mahoning, and I have 
talked to Minerva. 

Senator Martone. Ozark what? 

Mr. Serpert. Ozark-Mahoning. They are by far the largest Amer- 
ican producers of fluorspar. 

Senator Matonz. Where? 

Mr. Serserr. Their main office, I believe, is in Tulsa. They have 
mines in Colorado, in Southern [linois, and in Kentucky. 

Senator Martone. Who is the head of that company ? 

Mr. Sereert. Well, I believe at the present time Mr. Anderson is 
the president of that company. 

Senator Matong. What is his first name? Do you know? 
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Mr. Sereert. I do not know. I know him by the name of Andy, but 
I don’t recall the first name at the moment, sir. 

Senator Matong. Do they have any foreign mines? 

Mr. Serert. Well, they were unable to supply the demands for 
fluorspar during Korea, and they erected a warehouse and drying 

lant at Wilmington, Del., and went to Spain intending to bring in 
Eeageiih fluorspar to supplement their American production. 

Senator Matone. Did they do that? 

Mr. Sersert. They did, for a while, and now the Delaware plant 
has been converted to a custom drying plant. As far as I know, they 
do not today buy any ore abroad. 

Senator Marone. All the ore they are processing is domestic ore? 

Mr. Sersert. Domestic ore. 

Senator Matonr. And they themselves stopped importing from 
Spain after the Korean war was over ? 

Mr. Sersert. Shortly after Korea. 

Senator Martone. Go ahead. 

Mr. Sermert. During World War II, and during Korea, the United 
States Government requested me to enlarge my mining operations 
in Newfoundland and Delaware because the American producers were 
unable to supply this country’s fluorspar needs in time of emergency. 

During Korea our Government was approached first by interests in 
Italy, Spain, Germany and Mexico, and financed large mining and 
milling programs so as to be assured of continuing supplies of 
fluorspar. 

Perhaps the last mentioned encouragement is one of the direct 
causes of the present oversupply of acid grade fluorspar on the world 
market. 

Senator Matonr. Do you mean your production in Mexico is re- 
sponsible for the oversupply in the world markets? 

Mr. Serpert. Well, I happen to know that the Government fi- 
nanced a mill in Italy, and a large—— 

Senator Martone. Our Government ? 

Mr. Sereert. In Italy. 

Senator Martone. Our Government? 

Mr. Serpert. Yes. And also financed mills and mining operations 
in Spain and Germany, and in Mexico. 

Senator Matonr. We have a sort of a habit of doing that, don’t we? 

Mr. Setpert. I believe we do, sir. 

Senator Martone. We don’t always quit when the war is over, do 
we? 

Mr. Sermert. No; and we do it domestically as well as foreign. 

Senator Matone. Do you know if they are still either buying this 
or from these plants or financing other operations ? 

Mr. Setpert. Well, to the best of my knowledge, the stockpiling 
program on acid-grade fluorspar has been temporarily discontinued, 
or discontinued permanently. I don’t know the status of it. But I 
do not believe that the Government is bringing in any more ore on the 
stockpile basis from Europe. 

Senator Martone. Are they bringing in any foreign ore at all, the 
Government ? 

Mr. Serperr. I believe some Mexican ore is coming in under the 
barter contract. 
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Senator Matonr. What kind of a contract? 
Mr. Sersert. Wheat, corn, in exchange for fluorspar. _ ae 
Senator Martone. The fixed ceiling price on fluorspar in Mexico is 


| for jin exchange for wheat? 

ying Mr. Sepert. I believe that is it, sir. 

Sn Senator Martone. What do we get for the wheat down there? 
Mr. Sersert. I do not know the details of that transaction. 
Senator Matone. You could not get them for the record ? 

ant Mr. Serperr. I believe we can. 

hey Senator Martone. I wish you would. Find out what the wheat 

costs us per hundred pounds if we trade it and on what basis the trade 

re? was made, what price for the wheat, in our money and Mexican money. 

And how much wheat and how much fluorspar is involved in the 

om, trade. 

Mr. Sezserr. I will be one of the first to admit that the American 
producers of fluorspar have had some tough going in the past few 
years because of enlarged foreign production and imports from 

xd abroad causing an oversupply of acid-grade fluorspar and lower prices. 
is However, the price today is still approximately 100 percent above the 
e 1940-42 prices. 

f I do not believe that quotas, import duties, or subsidy is the answer 
R to our domestic fluorspar problem. 

1 Senator Martone. What do you think is the answer? 

f Mr. Sereert. Well, sir, the domestic industry has been assisted in 


many ways. One, and I believe you are the author of it, the depletion 
allowance, 23 percent; dividends if declared from fluorspar companies 
also get an allowance. ' 

The fluorspar companies who have enlarged their plants during the 
war have been granted accelerated depreciation. They now have duty 
protection. The Government has offered to pay half of exploration 
expenses. 

Senator Martone. Where? 

Mr. Sereert. In domestic fluorspar areas. 

Senator Marone. Through what agency here do we pay half of the 
expense ? 

Mr. Setsert. I do not know the name of that agency, sir. 

Senator Matoner. Can you find that out to complete your testimony ? 

Mr. Setpert. I believe we can; yes, sir. 

The Government has entered irito stockpiling agreements with the 
domestic producers to buy both acid and metallurgical grade fluorspar. 

Senator Martone. Are they still buying it ? 

Mr. Serpert. Yes; I believe they are. I believe there is some $3 
million or $4 million still to be expended under that program. 

Many of the domestic producers are also in a favorable position 
of having incentive lead and zinc in their ores and they have a valuable 
byproduct in the milling of fluorspar ores. 

Senator Matonr. Lead and zinc isn’t doing too well, is it? 

Mr. Sersertr. At the moment it is not, sir. But it will come back. 

Senator Matonr. How long has that been going on that it has not 
been doing too well ? 

Mr. Serpert. Well, I believe it is the last year or 2, sir. 

Senator Martone. Are you familiar with the break in the lead-zine 
market after World War IT? 
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Mr. Sewerr. Well, somewhat. 


I am keeping my eyes more on 
fluorspar. 











































Senator Matone. But if you are going to testify on lead and zine, } 
maybe you ought to become familiar with it. Wasn’t it England that | tak 
broke the market here with a stockpile of lead and zinc that they | pet 
piled up during the war with American economy ? ‘ 

Mr. Serer. Well, I believe I heard something to that effect, sir, gr’ 

Senator Martone. You wouldn’t want to make it a part of your 
testimony ? 

Mr. Semert. No; I wouldn’t want to make it without investigating. 

Senator Martone. Maybe your information is not sufficient to know w 
that it has been in trouble ever since World War II, lead and zine, 

And in the Korean war it picked up. But whenever they can get it 
from foreign nations, they get it. You know that, I guess, at the p 





world price, and the tariffs, of course, are very low. You know that, 
of course, through trade agreements. You are familiar with that? 

Mr. Sermertr. Somewhat, sir. I am not in the lead and zinc busi- 
ness. 

Senator Matone. If you are going to testify on lead and zine, I 
should think you would inform yourself. 

Mr. Semert. The only remark I made which I believe can be 
borne out by the facts is that a number of the American fluorspar pro- 
ducers have lead and zinc in their ores. 

Senator Martone. It is a very low price they get for it. 

Mr. Sersert. That is true, but, nevertheless, it is a byproduct and 
it is still worth some money. 

Senator Matonz, That is right. It is worth whatever the world 
market is. 

Mr. Sewert. That is right, sir. 

Senator Matons. Thank you. Go ahead. 

Mr. Serert. Another problem in the domestic industry, if I may 
be permitted to express my thoughts in this direction, is most of your 
ores are complex ores. 

The history indicates that in the early beneficiation of fluorspar 
ores, there is a recovery ratio of approximately 1 for every 114 to 2 
tons of ore that is mined. ‘Today the record indicates that there is a 

recovery factor of 1 to every 3 tons of ore. That is brought about 
by the fact that the run-of-mine ore which is used as millfeed is get- 
ting to be a lower and lower quality. 

Senator Martone. Do you mean the recovery is less as a percentage 
of the metal included in the ore? 

Mr. Sexpert. In the run-of-mine ore. The percentage of fluorspar 
in the run-of-mine ore is going from 30 to 35 percent. 

Senator Matone. Recovery ? 

Mr. Sereert. In the run-of-mine ore. Then let us assume that it 
takes 31% tons of that millfeed ore to make 1 ton of over 97 percent. 

Senator Matonr. I understood you to say that the percentage of 
recovery is—was it more or less? 

Mr. Sewert. The number of tons required to make 1 ton of fin- 
ished acid-grade fluorspar is greater today than it has been. 

Senator Martone. Is that because of lower grade ore? 

Mr. Sersert. Because of lower grade ore. 
Senator Martone. What is it running today ? 
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Mr. Sereerr. I would say in the neighborhood of 30 to 35 percent. 
Senator Matone. What was it running before ? 

Mr. Serpert. In the days when the Kentucky-Illinois miners were 
taking out the cream, so to speak, the run-of-mine ore would run 
better than 50 percent. 

Senator Matone. They were going through and taking the high 
grade. 

Mr. Sermert. That is right. 

Senator Matone. Why was that? 

Mr. Serert. Well, it was probably easier to get at, and it is nat- 
ural to go to the richest veins for financial reasons. 

Senator Matonr. Did price have anything to do with it? 

Mr. Sereert. I wouldn’t doubt that, sir. But I think as long as 

ople are in the mining business, they will probably high-grade first. 

Senator Martone. Well, that is not the experience in my State. 

I think you are in the mining business, and you ought to under- 
stand this. You tell me if you do. That is that whatever price per 
unit that is obtained for a metal, they establish then, according to the 
price, the cost of milling and all, the percentage of heads that they 
maintain on a profitable basis. They take as low grade generally as 
they can take, mixed with the high grade to keep the head where 
they want it, and that head depends on the price they get. 

If it is a low price, they have higher heads; is that right? 

Mr. Semerr. That, sir, is considered good mining practice, and 
most of the larger mining companies will follow that practice, but I 
do not believe that you will find that in practice that the smaller 
operators will do that. 

Senator Martone. Do you mean when they are mining it and giving 
it and delivering it toa custom mill, say ? 

Mr. Sermert. That is correct. And smaller operators that have 
small mills of their own. 

Senator Matone. Don’t you think that a small operator now, with 
the knowledge available to him, takes all the ore from his mine that 
he can make pay ? 

Mr. Sersert. I believe that is so. 

Senator Martone. Then the price regulates the grade to which he 
goes, the low grade that he leaves or takes out, doesn’t it? 

Mr. Serpert. Well, I would say that theoretically that is the proper 
approach to your mining. But I do not believe that a majority of 
small operators will follow that procedure. 

They want to get rich quick, and they want to make their money 
as fast as they can make it, and they take out the cream. 

Senator Martone. Have you seen anybody lately talking about get- 
ting rich quick mining ? 

Mr. Serpert. No, sir. I must say that I am not getting rich myself 
in the fluorspar business, and I don’t believe that many others are. 

Senator Martone. Do you think any of these small operators are 
getting rich quick? 

Mr. Serpert. No; but they are continuing to operate. They must 
be making some money. I can’t imagine they would take their ore 
out of the ground at a loss. All of us know that once a ton of ore is 
gone, it is gone forever. 

Senator Martone. There doesn’t seem to be any future to mining in 
this country, does there ? 
27255—58—pt. 225 
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Mr. Sereerr. Well, during a period of overproduction, such as we 
have today, in fluorspar. 

Senator Matonr. Where is it overproduced ¢ 

Mr. Sexpert. Well, I would say that you have production facilities 
in the United States on fluorspar that have been greatly enlarged. 

Senator Matone. But that is overproducing in the United States? 

Mr. Serpert. I am talking of the facilities available. But they are 
actually producing fluorspar in Europe at a rate faster than flourspar 
is being consumed, creating an oversupply of fluorspar. 

Senator Martone. For where ? 

Mr. Sewert. World markets, including the United States. 

Seantor Martone. Well, that is too bad. How does that affect us? 

Mr. Semeertr. Well, it affects the price. Untilsuch time 

Senator Martone. It affects the world price ? 

Mr. Semert. It affects the world price. 

Senator Martone. How does it affect the domestic price ? 

Mr. Semerr. It has defiinitely caused a reduction in the domestic 
price. 

Senator Martone. Why ? 

Mr. Serert. Oversupply of any commodity will cause a reduction. 
People have material on hand and want to get rid of it. 

Senator Martone. I will ask another question. That is because it 
comes into this country at the world price, or nearly so, isn’t it? 

Mr. Serert. That is right, sir. I believe that our buyers here pretty 
well dictate the price. 

Senator Mavone. I might ask this question: What percentage of 
the world production do we use here in the United States? 

Mr. Semert. Well, we are, by far, the largest consumers of fluorspar. 
My guess at the moment would be that we consume perhaps 70 percent 
of the world production. I have figures in my bag that I can refer to. 
I don’t think [am far wrong. 

Senator Matone. I think you should refer to them. I think that is 
a very important item. What are the percentages that are available? 

Mr. Serert. Senator Malone, I would like to get that information 
and dig it up for you, if you don’t mind. 

Senator Martone. Would you furnish it to the chairman of the com- 
mittee today, if you can, so it will be a part of your testimony ? 

Mr. Sermerr. All right, sir. I have the information somewhere in 
my files here, and I will dig it out. 

Senator Matone. I note here we have a table 8 from the United 
States Department of Commerce—fluorspar imported for consump- 
tion in the United States in 1956. It contains more than 97 percent 
calcium fluoride, and containing not more than 97 percent calcium 
fluoride. That would be both grades. 

The total is 34 from Canada, 34,743 short tons, for a total value of 
$1,366,447. Does that sound about right to you, for 1956? 

Mr. Semert. All of the fluorspar that was brought down to the 
United States in 1956 was mined at my mines in Newfoundland. 

Senator Matone. In Newfoundland ? 

Mr. Serperr. That is right. 

Senator Martone. That is the 34,743 tons? 

Mr. Semert. That was the amount of acid grade, I believe, sir, that 
was produced out of a preconcentrate ore. 
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Senator Matone. What do you call the acid grade now ¢ 

Mr. Serpert. Over 97 percent. 

Senator Martone. Then containing more than 97 percent was 34,671 
tons imported into the United States from your mines ? 

Mr. Semerr. But it was not in the form of acid grade when it left 
Newfoundland. The ore was mined in Newfoundland. It was put 
through a heavy medium mill, and preconcentrated. It was brought 
up to a millfeed that would run around 80 percent—75 to 80 percent— 
calcium fluoride content. 

Senator Martone. You are talking about millfeed ? 

Mr. Seieert. The millfeed was about 50 percent. 

Senator Matonre. That is what I referred to as heads, is it the same 
thing ¢ 

Mr. ‘Seiert. Right. The product of the heavy medium mill in 
Newfoundland was run at approximately 80 percent. We would ship 
that material down to Wilmington and we had a flotation mill in 
Wilmington and we would produce an acid-grade product. 

I think the 34,000 tons that you cited there is the end product, the 
acid grade that was produced in Wilmington out of that preconcen- 
trated amount. 

Senator Martone. But you didn’t sell it to anybody until after you 
shipped it down and concentrated it ? 

Mr. Serer. That is right, sir. 

Senator Matonr. Now we have the imports from other countries. 
Germany, the same grade, was 21,142 tons; Italy, 54,742 tons; Mexico, 
100,826 tons; Spain, 39,757 tons; United Kingdom, no acid grade, but 
of the lower grade it was 392 tons. 

This is all 1956. 

Where did you say the plants were built by the United States—in 
Italy, Spain, and Germany ? 

Mr. Serpert. Yes. 

Senator Martone. I suppose the imports from there were mostly 
from the plants that we financed ? 

Mr. Sermerr. I would say at least half of it was. 

Senator Martone. What did we do with those plants? Did we 
sell them to someone or give them to someone, or do we still own 
them / 

Mr. Serpert. I don’t have the details of the financial arrangements. 
I believe the money was loaned to these companies and amortized 
by production. 

Senator Matonr. Was it repaid ? 

Mr. Seiserr. Much of it was amortized in a stockpiling contract, 
I believe. 

Senator Martone. Then you think the plant was paid for through 
the purchase price ¢ 

Mr. Serpert. I believe so. 

Senator Matonre. Do you know what the purchase price was? 

Mr. Sermerr. No; Ido not. I would estimate the price was in the 
neighborhood of $65 a ton. 

Senator Maton. Is that the world price ? 

Mr. Serer. Atlantic seaboard. It was at that time. 

Senator Matonr. What is it now ? 

Mr. Serpert. The Atlantic seaboard price of the dried material is 
in the neighborhood of $50 to $52 a ton. 
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Senator Martone. Can you mine it in this country for that? 

Mr. Sersert. Well, sir, if you will just stop and think for one 
moment that this material, taken in northern Italy, is mined in north- 
ern Italy, it is transported some 25 or 35 miles by truck to a railroad 
patio and dumped in that patio. 

It is accumulated there and loaded into gondola cars and shipped 
by rail to Genoa. It then is transported by ocean steamer to the 
Atlantic seaboard. There is a duty of $1.875 a ton on acid grade. 

Senator Matone. 97 percent or over? 

Mr. Sereerr. Over 97 percent. It has to be stevedored at the At- 
lantic seaboard. 

Genater Matonr. What is the duty on the ordinary under 97 per- 
cent 

Mr. Serpert. $7.50, net ton of 2,000 pounds. $8.40, I believe, long 
ton. 

Senator Matone. 2,000 pounds, under 97 percent? 

Mr. Sereert. That is right. 

Senator Martone. And you said the other was what? 

Mr. Seimerr. $1.875, net ton of 2,000 pounds. 

Senator Matone. Net ton of 2,000 pounds of over 97 percent? 

Mr. Sewert. Over 97 percent. 

Senator Martone. Would you tell me why you suppose there is that 
difference ? 

Mr. Serpert. Well, sir, many years ago the chemical companies 
were using a lump acid grade fluospar. The reserves of lump acid 
grade fluorspar in the United States are very limited, and the do- 
mestic producers apparently had no objection at that time to a lower 
duty on the higher grade to encourage the importation of higher 
grade. 

Senator Matonr. What was that date? 

Mr. Seteert. I don’t have that, sir. 

Senator Martone. Could yousupply it? 

Mr. Seipert. I believe so. 

Senator Martone. You can supply it in your letter to the chairman 
this afternoon. 

Mr. Serpert. Right. 

Senator Martone. I wouldn’t spend too much time on it now. 

Was there any other reason that you can think of why a duty of that 
kind would be spread that wide? 

Mr. Sewert. No other reason than that, sir. 

Senator Matone. Do you have any knowledge from Mexico or pos- 
sibly from other countries that they do upgrade it to get into the 97 
percent or over in order to get the low duty ¢ 

Mr. Sersert. Well, there are a number of mills—— 

Senator Matonr. In Mexico? 

Mr. Sersert. In the United States, that are operating under bond, 
and mill feeder is brought in from abroad, fed into the flotation mill, 
and when it is brought up to a product over 97 percent it is taken out 
of bond and the duty of $1.875 is paid. 

Senator Matone. That is very interesting. You say these mills are 
all located in the United States ? 

Mr. Sersert. That is right, sir. 
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Senator Martone. When you bring something in under bond, we 
sort of have the idea that you are going to do whatever you are going 
to do to it, and ship it back out of the country. This doesn’t leave the 
country, but it merely is upgraded so that it requires the lower duty, is 
that it 

Mr. Sersert. Well, I believe you will find that the custom laws 
permit the manipulation of material, that is whether it is fluospar 
or any other raw material, and after it is manipulated, whatever your 
custom laws impose in the way of duty is then imposed as the material 
is taken out of bond. 

Senator Marone. And it can be taken out of bond without leaving 
the country? It can be taken out of bond under a different classifi- 
cation ¢ 

Mr. Serpert. That is right. Instead of that ore being milled and 
furnishing labor abroad, it is milled and furnishing labor m the United 


States. 
Senator Maton. I can understand that, and you also save $6 on the 


duty. 

Mr. Srrzertr. The mill can be a mile on the other side of the border 
and the same effect would happen. Yes. 

Senator Martone. That istrue. But isn’t it a little peculiar that the 
more valuable product could come in at a lower duty ? 

Mr. Sersert. Well, sir, the historical background is the fact that at 
one time, acid-grade fluorspar was scarce in this country, and that was 
before the time of development of flotation, of the art of flotation. 

Senator Matoner. What date was that? 

Mr. Serpert. Well, to my recollection it was some 20 years ago. 

Senator Martone. The situation having changed now, would you have 
any objection to adjusting the duty, to make a little more sense? 

Mr. Semerr. Well, sir, I think if there was any adjustment in duty 
it ought to be downward and not upward. I think you will find that 
today the American sources of metallurgical grade are being depleted. 
The steel companies require a gravel grade of fluorspar. 

Senator Matone. A what? 

Mr. Semert. A gravel grade. 

Senator Martone. What is that? . 

Mr. Serpsert. Pieces that will go through an inch and a half-ring. 

That is in order to produce the 70 effective units of calcium fluoride 
content required for the steel mills, you must have an ore which has 
comparatively free crystal formation. Our supplies of that type of 
ore in this country are rapidly being depleted. 

Your domestic producers are now bringing in higher grade Mexi- 
can lump spar in order to bring up a low-grade gravel material so 
that you can, or the domestic producers can, produce and sell a satis- 
factory metallurtical grade. I think the situation is quite the re- 
verse today. Your sources of metallurgical are being depleted. 

Senator Matone. It is very interesting to me. Is there any other 
method by which this can be used, any other way that you could use 
domestic fluorspar ? 

Mr. Sermert. Yes. There have been many attempts to pelletize a 
flotation product. Up to this date, to the best of my knowledge, the 
steel companies will not accept the pellet material. They store their 
material out in the open, and after a period of time your pellets have 
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been breaking down. Some day, either the steel mills in this coun- 
try are going to have to accept pellets or they will probably continue 
to take an imported gravel spar until the foreign sources are depleted, 

Senator Matonr. What is the use of fluorspar in steel? What does 
it do to steel ? 

Mr. Serert. Well, sir, it is flux, shoveled into your open-hearth 
furnaces, to codify the slag, reduce the heat requirements in arriving 
at your fusion point. 

Sinaite Matone. What difference in the price of ton per steel 
would it make, say $1 per ton of 97 percent fluorspar ? 

Mr. Serpert. Well, your present metallurgical prices on the At- 
lantic seaboard are somewhere in the neighborhood of $34 a ton, 
Your present prices of acid grade are in the neighborhood of $50 to 
$52 aton. There isa difference of $18 a ton. 

Senator Matone. In the regular under 97 and the over 97 ? 

Mr. Sersert. That is right, in the straight metallurgical grade. 

Senator Martone. That is quite a lot of latitude. What is it under 
97, and what is the grade generally used under 97 ? 

Mr. Serpert. You have your metallurgical grades as your lower 
grade. During the war, the steel companies used down as low as 60 
percent effective units of calcium fluoride content. You arrive at 
that by taking your total calcium fluoride, multiplying your silica by 
214, and deducting the result, on the theory that it takes 214 units of 
fluoride content to neutralize every 1 percent of silica content. 

Senator Marone. Silica content is in what? 

Where does it come into the manufacture of steel ? 

Mr. Suipert. Well, fluorspar mines are found generally either in 
limestone host rock or in granite host rock. If you find fluorspar in 
granite host rock, you are going to get more silica in your ore than if 
you find it in the limestone. 

Senator Martone. That does not help me very much with the ques- 
tion I asked you. 

When you are using this 97-percent grade, do you also use some of 
the under 97 percent at the same time ? 

Mr. Serpert. You are talking about the steel mills, now? 

Senator Martone. Yes. 

Mr. Srereert. You asked me what the difference was in the cost. 

Senator Martone. You didn’t tell me. 

Mr. Szrert. I got to that point, and I was taken off to another 
tangent. 

Senator Martone. I am a hard man to get off on a tangent. 

Mr. Sereerr. I estimated that there was a difference of $16 to $18 
per ton, in the cost between metallurgical and acid grade. Assuming 
the steel mill would use the same number of pounds of fluorspar per 
ton of steel, which I believe averages about 5 pounds per ton of steel, 
you will find that your difference in cost in $18 per ton more for acid 
grade as against metallurgical grades would run to probably 3 or 4 
cents per ton of steel. 

Senator Matone. Let’s just pause there for a refresher. You can 
use under 97 percent entirely without any 97 percent in the manufac- 
ture of steel ? 

Mr. Sereert. Well, sir, in the steel open-hearth furnaces, you have 
a,condition there if you were to throw acid-grade fluorspar over 97 
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percent, which is generally in a fine, powdery form, into your open- 
hearth furnace, all of your fluorspar would blow up your stack with 
the hot gases. That is why the steel companies want gravel fluorspar 
and not a powdered acid grade. 

Senator Matonr. Can you get the gravel in the 97 or over? 

Mr. Sereert. It is very limited. 

Senator Matons. How do they use this 97 percent and over, then, 
in the manufacture of steel ? 

Mr. Serpert. Well, the electric furnaces, I understand, are using 
some finely ground flotation concentrates, and where you have electric 
furnaces, it is my understanding they do not have the same problem 
of stack losses, and they can use the dried flotation concentrates. 

Senator Martone. Do I understand you correctly that in any case 
epere would not be over 5 pounds of this material used per ton of 
steel ? 

Mr. Serpert. That is the average in the United States. Some steel 


























ler mills use more because the silica in there in this iron ore is higher. 
But the average in the United States, I understand, is about 5 pounds. 
os Senator Martone. And the acid grade costs $50 per ton ? 
60 Mr. Serpert. Acid grade. 
at Senator Matonr. And the $34 might be as low as 66 percent? 
"y Mr. Sererr. Today the steel companies will not accept a metal- 
if lurgical grade below 70 effective units. 
Senator Matonr. Seventy percent ? 
Mr. Semert. That is right, 70 percent effective units. 
Senator Martone. And 3 deals to the ton of steel ? 
: Mr. Serpert. I said the extra cost would be about 3 cents per ton of 





steel if they used the acid grade as against the metallurgical grades. 

Senator Matonr. About 3 cents a ton of steel ? 

Mr. Serpert. That is right. 

Senator Matonr. I am amazed that you think that is important? 

Mr. Serert. The 3 cents? I don’t. I didn’t say it was important. 

Senator Martone. Then where is the price per ton of acid-grade 
fluorspar and under 97 percent from 70 to 87? We have narrowed it 
down to that, haven’t we? 

Mr. Seipert. I didn’t get your question, I am sorry. 

Senator Martone. Under acid grade, you say they will not use any- 
thing under 70, so anything 

Mr. Serert. Not acid grade. Under metallurgical grade they will 
not use anything less than 70 

Senator Martone. Let me say that again. That would be from 70 
to 96 percent that they would use ? 

Mr. Serpert. I would say the steel companies will use any quality 
of fluorspar you give them over 70 effective. If you are unfortunate 
to have large tonnages of acid grade in lump, the steel companies will 
accept it, perhaps gladly so. 

Senator Martone. Let’s get down to one subject here. Thirty-four 
dollars per ton of anything from 70 to 96 percent. That is what you 
are talking about, isn’t it ? 

Mr. Seipert. I said $34 for metallurgical fluorspar in gravel form. 

Senator Martone. Well, that runs from 70 to 96 percent. If it is 97, 
it is acid grade. 

Mr. Serert. No one is foolish enough to deliver a 96 percent mate- 
rial to a steel company. 
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Senator Matone. Then say it in your own language so we will 
understand what it costs. 

Let’s take the $34 per ton. What would you deliver to the steel 
company and call that under 97 percent ¢ 

Mr. Serpert. We would deliver a gravel-grade fluorspar to a steel 
company on the price basis of $34 a net ton of 2,000 pounds f. o. b, 
cars at Atlantic seaboard. 

Senator Matone. Of what grade? 

Mr. Sereert. Minimum guaranteed 70 effective units of calcium 
fluoride. 

Senator Martone. Anything above 70, or anything above what they 
will accept at the lower rate, you would beneficiate and raise to this 
97 or over and sell it to them, then, at a higher price? 

Mr. Sereert. Well, sir, the steel companies will not pay a higher 
price than $34, whether you give them 97 or whether you give them 70 
effective units of calcium fluoride content. 

Senator Matone. I thought you said $50. 

Mr. Serert. Could we start all over again ? 

: Senator Matone. Yes, sir. You start. I am going to understand 
this. 

a Serpert. There is a metallurgical-grade fluorspar and a gravel 
grade. 

Senator Matone. What grade? 

Mr. Serpert. Seventy effective units of calcium fluoride content. 

Senator Matone. Anything over that is what? 

Mr. Serpert. May we just stick to metallurgical for a moment? 

Senator Martone. You go right ahead. Complete your statement. 
Don’t just stop. 

Mr. Serpert. Seventy effective units of calcium fluoride contents, 
metallurgical. Your next grade is ceramic grades, not sold to the 
steel companies, 

Senator Matonr. What grade is that? 

Mr. Serert. 93 to 95 or 96 percent. 

Senator Martone. You dosomething to it? 

Mr. Sersert. That is right. You have to process your ceramic 
grade in a flotation mill to bring it up to your 93 to 96 percent. 

Senator Martone. What do you get for that ? 

Mr. Serert. Presently, the practice in the trade is to deliver an 
over 97 percent product to ceramic users. Ceramic users are paying 
the going price of acid-grade fluorspar at this time. 

Senator Martone. $50? 

Mr. Semert. That is right. 

Senator Martone. Some way or another we left that out before, 
didn’t we ? 

Mr. Serpert. Well, we didn’t get to that. We were talking about 
acid grade and metallurgical. 

Senator Matoner. That is right. I asked you a question, though, of 
what you sell it for, and I meant that to cover what you get for your 

fluorspar. You didn’t complete it. Now you have. Is there any 
other grade ? 

Mr. Serpert. The acid grade over 97. Now we have the three grades. 
Ts that clear, now ? 

Senator Martone. If you did sell it to them at 93 to 96 percent, what 
would you charge them for it ? 
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Mr. Serpert. The steel companies or the ceramics ? 
Senator Martone. The ceramics. 

Mr. Serpert. $50, f. 0. b. Atlantic seaboard. 
Senator Martone. You don’t make any difference for 93 percent or 
97% 

Mr. Serpert. No, sir. 

Senator Martone. All right. Now we come back, then, to where the 
steel companies are not going to pay over $34, it takes 5 pounds out 
of 2,000 pounds per ton of steel. You figured that at 3 cents. That 
seems a little high, but I haven’t computed it. This is the foreign 
price really we are talking about, isn’t it 

Mr. Sereert. That is right. 

Senator Matonre. What would the price have to be to operate the 
average fluorspar mine in the United States? 

Mr. Sererr. Well, the average mine in the United States today 
cannot produce a gravel grade—— 

Senator Martone. It doesn’t matter about that. 
they could produce their ore for. 

Mr. Sermerr. It would depend upon the width of your vein. 

Senator Matone. I suppose so, but don’t you have some general 
knowledge? 

Mr. Setperr. Yes. I would say that you could mine and deliver to 
the surface and mill a metallurgical grade, provided you had the high 
enough grade ore in your vein, put it on cars at your mine in the 
neighborhood of $20 a ton. 

Senator Matonre. What grade? 

Mr. Sererr. Metallurgical grade, 70 effective minimum guaran- 
teed. 

Senator Martone. This confuses me a little. That is cheaper than 
the world price. 

Mr. Serpert. Well, I told you if you had the right kind of vein and 
proper width, you should be able to mine and mill a metallurgical 
grade material and put it on cars for $20 a ton. 

Senator Matone. Why are they shut down? 

Mr. Serpert. Well, sir, they are shut down because they are highly 
complex ores. They require the mining of 4 tons of material, or 314 
tons of material, to produce 1 ton of acid grade and most of your 
Amercan mines cannot produce metallurgical grade because of the 
complex characteristics of the ore. 

Senator Matone. You cannot high-grade it ? 

Mr. Serpert. No. You can now, and they are importing some 
high-grade Mexican fluorspar in order to bring up your lower grade 
American spars to meet that minimum guarantee of 70 effective units 
of calcium fluoride content. 

Senator Matone. As long as the steel companies don’t want the 
acid grade, they only want the regular grade—and you testified to 
that, at 70 percent ? 

Mr. Serpert. Yes, sir. 

Senator Martone. Of what interest would it be to them to upgrade 
it to 97 percent, except if it was in a foreign country to get it in ata 
lower duty ? 

Mr. Serpert. I don’t believe the steel companies would pay any 
more for 97 than they would pay for 70. 


Tell me now what 
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Senator Matone. Then you just testified they could not make a 97, 
But why should they ? 

Mr. Seierr. Let’s stick to metallurgical grade. We are talking 
about metallurgical grades. 

Senator Matonr. No; Iam not. I am talking about the steel com- 
panies. f 

Mr. Semerr. All right. The steel companies are only interested 
in the metallurgical grade. 

Senator Martone. Iam sorry. Go ahead. 

Mr. Semert. All right. 

The steel companies specify a minimum of 70 effective units of cal- 
cium fluoride content. Many of your American mines cannot make a 

roduct of 70 effective units of calcium fluoride content and have been 
importing higher grades Mexican ore in gravel form in order to bring 
up, blend and bring up, their domestic production in order to meet—— 

Senator Matone. Isthere any objection to that ? 

Mr. Serert. None atall. 

Senator Matoner. Then tell me what price they would have to get 
for their ore, no matter what process they have to go through in order 
to sell it. 

Mr. Serert. Well, I believe your American price today is f. o. b. 
Rosiclare. 

Senator Matone. Where isthat? New Jersey? 

Mr. Serpert. In southern Illinois. 

I believe it is somewhere in the neighborhood of $38 per net ton of 
2,000 pounds. 

Senator Martone. Of what grade ? 

Mr. Serpert. Minimum 70 effectives. 

Senator Martone. $38. I think that is the information I have here, 
$38.50 f. o. b. shipper’s point. That would be Rosiclare, Ill. That 
doesn’t seem to be very much different. You gave me $34 for the 
foreign ore, didn’t you? 

Mr. Serert. That is right. 

Senator Martone. That is duty paid? 

Mr. Sewerr. Yes, sir. 

Senator Martone. And if it comes in under 97 percent it pays $7.50 
and if it comes in over that it is $1.87. 

Mr. Sereert. That is right. 

Senator Matone. You don’t see anything peculiar about shipping 
in a lower grade, a less valuable ore, at a higher duty, do you? 

Mr. Serert. Well, my contention is that the higher duty ought to 
be reduced to the lower duty. 

Senator Matons. I know what your contention is, but do you want 
to answer my question ? 

Mr. Semert. Well, it is a question that has been asked me many 
times, why does a high-grade ore bear such a low duty in respect to 
the low ore? 

Senator Matone. What is your answer for the record ? 

Mr. Semert. Well, for the record, the reason for that condition was 
the fact that historically the American producers could not produce 
a sufficient quantity of acid-grade fluorspar and had no objection to 
the importation of high grade ores. 
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Senator Maronr. If that condition has passed and they do have 
an objection, what do you say? Is there any reason why it should 
not be changed ? 

Mr. Serperr. Well, sir, I am definitely of a belief that we should 
have reciprocal trade. 

Senator Martone. What do you call reciprocal trade? 

Mr. Serpert. Well, I believe that the United States if it wishes to 
sell and export had to buy products of foreign countries and equip 
them with United States dollars to buy American exports. 

Senator Martone. I am fully familiar with that argument. Go 
ahead. Have you any others? 

Mr. Sermert. Also I believe that we should reserve or preserve our 
sources of strategic materials particularly where all of the forecasts 
indicate that we will be out of fluorspar in the next 10 years, or 
thereabouts. 

Senator Martone. Are you familiar with some forecasts that were 
made in 1945 by Mr. Harry Dexter White? I don’t know whether 
you ever heard of Mr. White. He was one of our best traitors. I 
might read you what he said. It has been a little source of surprise 
to me, since arriving in the Senate, why so many good American 
citizens agree with a traitor. 

This is a letter from Harry Dexter White, memorandum, obtained 
from the Princeton University, Library and Files of the Treasury 
Department, March 7, 1944. He said of petroleum, in 1944, that we 
fad 13 years’ supply on the basis of our use at that time, and the use 
has probably doubled now and we have maybe 100 years in sight. 

Mr. Semert. Of what, sir? 

Senator Matone. Oil. Manganese, a 3-year supply. We have 

ne all these years mining a little of it, quite a little, as a matter of 
act, in my own State. 

We had a 3-year supply. 

We have ample evidence that with a tariff the difference in wages 
and the cost of doing business here and in the chief competing coun- 
try, you would have hundreds of years’ supply. 

I will not go into detail, unless you would ike it. 

Tungsten, we had practically no supply. Well, we had about 20 
years. Mr. Ickes spent all of his term, pallor long he was in there 
trying to prove we had no tungsten at all. 

Under the Malone-Aspinall Act, that fixed a price that made the 
difference in the wages and taxes here and in the chief competing 
country, the nearest we could estimate it, and we are producing twice 
as much within 2 years as we used annually in the United States, and 
now have more of it in sight than ever. 

Mr. Serpert. Senator Malone, may I ask for a 3-minute recess? 

Senator Martone. Yes, we will take a 3-minute recess, sir. 

Before you leave, you are familiar with all of these things, aren’t 
you? 

Mr. Serpert. Yes. 

( Brief recess. ) 

Senator Matone. The hearing will again be in order. 

Along the lines of us running out of these minerals, I want to read 
you a paragraph that almost destroyed this country. This is in 
Harry Dexter White’s statement. 
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He jumped out of a window or something just before he was to 
appear before a committee down here, which probably was just ag 
well for everybody. 7 

I will read the rest of it: 


Zine, 8 years’ supply. 


Remember, this was at the rate we were using these minerals in 1944, 
probably one-half of or less than the rate we are using them now and 
have more than we ever had— 


Chrome, no record, less than 1-year supply. 
We have more chrome in sight today than ever in history— 
Mercury, 2 years’ supply. 


We have become self-sufficient in that after World War Il. I am 
going to read all of this to you, because I think it should be a lesson 
to you: 

Subject : Proposed United States loan to the U.S.S. R. 


To: Secretary Morgenthau. 
From: Mr. White. 


The following memorandum is in reference to your request that the feasibility 
of the extension of a large credit to the U. S. S. R. in exchange for needed strategie 
raw materials be explored. Your opinion that such an arrangement might well 
be feasible appears to us to be supported by our study of the possibilities. 

1. Recent confidential reports— 


confidential reports of course, to everybody except the ones that ought 
te know them— 


on our raw material resources prepared for the Under Secretary of Interior 
disclose an increasing dependence of the United States on foreign sources of supply 
for strategic raw materials because domestic reserves have been seriously 
diminished or virtually depleted. 

2. The following table indicates the extent of United States current reserve 
supplies for some important strategic materials which can be produced in quan- 
tity in the U.S. 8. R., in terms of prewar and current war, domestic requirements. 

I just read you what this distinguished gentleman said about it 
(continuing) : 

3. It is evident from the above table that, although our domestic reserves of 
petroleum, tungsten, and zinc may suffice to meet consumption requirements for 
the next decade, they will be almost entirely dissipated by the end of that period. 

A decade, a 10-year period, 1954. We have been out of all of these, 
petroleum and all the rest, for 4 years according to Mr. White (con- 
tinuing) : 

In the case of manganese, chrome, mercury, and lead our resources are too lim- 
ited to satisfy even probably domestic requirements of the next 10 years. 

This was 1944 that he said all of this (continuing) : 


The number of strategic materials for which our reserves are very low and 
which can be produced in the U. 8. 8. R. is greater than indicated above, and 
ineludes platinum, vanadium, graphite, and mica. 

You are familiar with the fact that vanadium has been produced in 
oversupply for domestic use for many years? You are not familiar 
with the fact that it is a byproduct of uranium and is running out of 
our ears, and we can’t sell it atall? (Continues reading :) 

4. Although our reserves of strategic materials could be somewhat expanded, 


given an increase in price to make possible further development of marginal 
resources, the necessity of growing United States dependence on foreign sources 
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of supply in order to satisfy anticipated postwar industrial requirements and to 
maintain adequate security reserves, is inescapable. 

You understand, don’t you, that when people talk of es re- 
sources in the United States, they mean where they pay over $2 a day 
for labor. They will never get anybody on the Senate floor to say they 
are for paying $2 a day to the American laborer. Maybe you would 
like to say it. 

Iam not going to read the rest of this, but it is at page 370. 

Then as a result of that memo, Mr. Morgenthau sent the same memo, 
almost word for word, to the President of the United States on Janu- 
ary 10, 1945, only he asked that we give Russia $10 million instead of 
Harry Dexter White’s $5 million, to furnish us with these materials, 
obviously becoming dependent on Russia for things that you could 
not fight without and could not have peace without. 

Do you want to add fluorspar to it ? 

Mr. Serpert. Well, sir, I have been in your State, Nevada. I have 
examined several fluorspar deposits in Nevada, none of which, in my 
opinion, were commercial. I do know that the Kaiser Alminum Co. 
had an operation in northern Nevada. They have run out of ore 
and had to shut down their mill. 

Senator Martone. You understand Nevada is not under considera- 
tion here. It is just talking about fluorspar. 

Mr. Serpert. I know. | am talking about fluorspar. 

Senator Martone. I am talking about the United States of America. 
Tam not talking about Nevada. 

Mr. Serpert. Well, I have been in Arizona, I have been in California, 
looking for fluorspar. 

I have not seen a commercial deposit that would be run economi- 
cally under present pricing conditions. And it will be a number of 
years before we will arrive at a price for fluorspar that will permit 
these distant sites to become operating economically. 

Senator Martone. What do you think we would arrive at in a number 
of years? 

r. Serpert. Well, sir, I believe if your curve of increase in con- 
sumption of fluorspar keeps up at the rate it has been going over the 
last 5 years, that there may be a world shortage of fluorspar. 

I believe that your foreign mines supplying the imported material 
now from Spain and Germany and Italy may very well become 
depleted. 

Senator Matone. And Mexico and Canada ? 

Mr. Sermert. Well, Mexico, sir, I believe has tremendous quanti- 
ties of fluorspar. I think Mexico is good for many, many years to 
come. 

Senator Matonr. Why, then, do we need to say that we want the 
world price to prevail? What I am trying to say to you, and that, of 
course, is what is obvious to every witness here, and some of them are 
mellowing a little with age, is they want a tariff on what they produce 
in this country and they want free trade on what they have to sell. 

Some of us believe you have to have a principle, and anything pro- 
duced in this country that does not need a set price or a tariff or a 
duty, as the constitution calls it in article I, section 8, that equals 
more than the difference in wages and the cost of doing business here 
and in the chief competing country, if that is Mexico or if it is Spain, 
is not a subsidy on that material. 
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It is a difference in the living standard, which we must maintaip, 
Tf you can mine it in this country or produce it in a factory, or make 
bicycles, or anything else, with only the difference in wages, and the 
cost of doing business here and the chief competing country on that 
product, there is not a subsidy, and if you want to maintain your 
standard of living that is what you are coming to. 

If you don’t, if you want to trade one industry for another, that js 
another setup. 

You spoke of reciprocity awhile ago. 

I presume you are in favor of all the other nations doing the same 
as you are advocating our Nation to do, and that is to not have any 
tariffs, duties, or subsidies on products in any way. 

Mr. Sxert. Well, sir, in that I believe that our Government should 
negotiate with other governments. Where they presently have high 
tariffs, concessions should be made both ways as to enable us to expand 
our exports. Our exports have run into many billions of dollars. 

Senator Matong. I will come tothat. I am glad you mentioned that, 
That will be the next question, if you understand our exports abroad, 
But do you believe that we are now doing that, making these treaties? 

Mr. Serert. Well, I presume that the President is armed with that 
authority, and that in all trade agreements he would certainly, or 
his representatives would certainly, negotiate the type of international 
agreement whereby we get then some benefits as well as the other 
fellow. 

Senator Martone. It is supposed to be that way, I think, and I think 
that is the general impression. But did you know that under GATT, 
the Generai Agreement on Trade and Tariffs, the President directed 
that the Department be reorganized in 1947, under which it is oper- 
ating in Geneva, with 36 competitive foreign nations sitting in there? 

But did you know that in the rules and regulations of GATT it says 
that as long as they can show that they are short a dollar balance, they 
“don’t have to live up to that part of the agreement? 

Mr. Sereert. I have heard that, sir. 

Senator Martone. Does that make any difference in your statement? 

Mr. Sererr. Well, if they are short of dollar balances, sir, isn’t it 
a good idea that we enable them to sell materials to our country to 
get a dollar balance? 

Isn’t it important we maintain our friendly relations with our 
allies ? 

Senator Martone. That is kind of another argument. 

Mr. Sereert. I remember the Smoot-Hawley, and it was still in my 
mind, and 

Senator Martone. Just answer my question. Are they living up to 
those agreements, or do you know 4 

Mr. Sersert. I do not know. 

Senator Martone. Then it is very helpful. If you don’t know, I 
am going to tell you. No nation is living up to them, with which we 
have agreements, none. We are the only free trade nation in_the 
world. And they are taking advantage of that provision in the Gen- 
eral Agreement on Tariffs and Trade, which they have a perfect 
right to do, and are not living up to any of it. 

Will you check that, and will you write the chairman or write 
me or send me a copy of it, if you still believe they are? 
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Mr. Sereert. Well, I don’t call $7.50 tariff on metallurgical-grade 
fluorspar free trade either. 

Senator Martone. My friend, will you answer my question, or I am 
finished with you: Do you think they are living up to their agree- 
ments that they are making ? 

Mr. Sererr. I don’t know. I don’t have the statistics of the 
negotiations. 

Senator Matonr. Why do you talk so about these trade agreements 
if you don’t know anything about them ¢ 

Mr. Setert. I[ believe in the principle of trade, sir. I believe it 
is important to this country to build up their exports. 

Senator Matonr. Now let’s get on to those exports. What is our 
foreign trade now? What does it amount to? You have gotten that 
into the record, you might as well answer that question. 

Mr. Seierr. I don’t carry all of those figures in my head, sir. I 
know it is an important part of our economy. 

Senator Martone. I will tell you what they claim. They claim a 
$19 billion foreign trade, and it is made up—I will put it another 
way. If you subtract the amount of cash, the amount of money, that 
we give them each year, all of these nations, and you subtract the 
subsidy that you pay for the exports, and you subtract the amount of 
national defense stuff that we give them, you are now, with foreign 
trade, amounting to a less percentage, you are exporting a less per- 
centage of your exportable goods today than when you passed the 
act, and that is about 5 to 514 percent. 

That you can check, and I would be very happy to have a letter 
from you if you find anything different. 

Mr. Serer. All right, sir. 

Senator Martone. That was the argument you, yourself, injected 
in the record. So I just wanted to let you know what is happening. 
I will give you an example. In our sugar bill, we had, since World 
War II, given Cuba 88 or 90 percent of the additional sugar con- 
sumed here beyond what we produced in Puerto Rico, Hawaii, and the 
United States, cane and beet. I asked the Secretary of State why he 
was so adamant that Cuba should have 88 percent. Why not give 
Peru or some of these other nations 1 percent, which would have 
meant quite a bit to them. He said it was because they buy our wheat. 
I told him that was interesting to me. And when they buy our wheat, 
do they pay our support price for the wheat or the world price? 

There was a little hesitation and he answered the world price. I 
asked when we buy their sugar do we pay our support price for the 
sugar or the world price ? 

The hesitation was notable and he answered then that we pay our 
support price. 

I figured out for the record, and it is in the hearings as of that date, 
the Senate finance hearings, that every pound of wheat we export to 
Cuba costs the taxpayers $1.35, and we call it foreign trade. Do 
you think it is foreign trade ? 

Mr. Seimert. Where we sell at less than our support price? But 
is that support price a bonus to the farmer or a subsidy to the farmer ? 

Senator Martone. It is what it costs the taxpayer. 

Mr. Semert. The duty on fluorspar costs $8 a ton. 
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Senator Martone. That is right. But that does not make the dif- 
ference in the labor. Do you think our labor should come down, the 
cost of doing business and so on reduced, until we can meet that 
foreign labor price ? 

Mr. Sezeert. No, but I think in that until labor increases are lim- 
ited to the increases in labor per man, this country will price itself 
out of business. 

Senator Martone. Then you think it ought to be used as a club to 
knock the wages down ? 

Mr. Serert. Of course, I do not think that. But I think there 
should be some arresting of the percentage of wage increase, or else 
we are going to price ourselves out of business. 

Senator Martone. Then that is what you are for, that is what you 
want in the record ? 

Mr. Serpert. One of your labor leaders suggested a price-wage 
freeze, and he was laughed out of the discussion. It looks to me in 
the automobile trade—— 

Senator Matonr. I know what the labor leaders are for. We are 
hearing that over here every day. 

What are you for, for reducing the cost of production here through 
wages and taxes and other expenses, our standard of living, to meet 
the foreign production? Are you for that? 

Mr. Seiert. No, I am not. I certainly am not for reduction of 
wages. 

enator Matonr. Then what is wrong with a flexible duty or a 
tariff that would at all times make that difference in the effective 
wages and the cost of doing business here and in the chief competing 
country, lowered as their standards of living might come up, mean- 
ing that free trade is your objective and would be automatic when- 
ever they are living about like we are ? 

Mr. Serpert. I think it is too complex and impossible to admin- 
ister. 

Senator Martone. You do? Well, I have news for you. We have 
an organization that knows how to do it, and that is the Tariff Com- 
mission, an agent of Congress. They are very good at it. Are you 
familiar with their work at all? 

Mr. Sermert. I appeared before the Tariff Commission on a mission 
a few years ago, sir. 

Senator Martone. This is after the 1934 Trade Agreements Act? 

Mr. Serert. Yes, sir. 

Senator Martone. They have no more authority at all, any more 
than your grandson, if you have any. 

Mr. Sermert. I have nine of them. 

Senator Martone. The whole 9 of them put together have about 
the same authority as a 7-man Tariff Commission or 5, whatever it is. 

They have none. The 1934 Trade Agreements Act dehorned them. 
Let me ask you another question. It is getting very interesting to me. 
Do you know that Secretary Dulles testified before the Senate Fi- 
nance Committee that the President under the 1934 Trade Agreements 
Act could trade a part or all of any industry he cared to to foreign 
nations if he thought it would further his foreign policy ? 

Mr. Sersert. I didn’t know that, sir. 

Senator Matone. You didn’t know it? 
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Mr. Sererr. No, sir. 

Senator Matone. Perhaps you ought to study it. It is very inter- 
esting testimony. 

He can do it and he is doing it. But he didn’t start it. It was 
started under Mr. Roosevelt, carried on under Mr. Truman, and I am 
a part of this administration and we are doing the same thing. The 
only thing I say is that it is worse for the Republicans to do it, be- 
cause they ought to know better. Did you know before I told you that 
the foreign nations, part of the multilateral trade agreements under 
Geneva, did not need to keep their part of the agreement as long as 
they could show they are short a dollar balance ? 

Mr. Sersert. No, I didn’t know that. It would be rather difficult 
to make them buy if they had no dollars. We would probably have 
to loan them the dollars to buy. 

Senator Matone. That is very interesting. That is true of individ- 
uals too, isn’t it, when they don’t have the dollars they can’t buy, or 
do you think they ought to loan all of us some money in order to step 
up purchases ¢ 

r. Sersert. No. That is, unfortunately, my feeling of a number of 
our American fluorspar operators. They are uneconomic. 

Senator Matone. They are uneconomic, based on foreign wages, 
aren’t they? That is what they are uneconomic in relation to, isn’t 
it? 

Mr. Sewert. No, it is the quality of deposits. 

Senator Matone. We are talking about cost of production. It 
wouldn’t make any difference what the quality was. If the qualit 
were equal, couldn’t you do it with you machinery and $2 labor a little 
easier than you could with $15 labor ? 

Mr. Serpert. If the quality was equal, the domestic producers 
should be able to make a handsome profit. When you consider the 
background and what happens in northern Italy, with trucks, with 
carloads, to Genoa, load on an ocean freighter, to Atlantic seaboard, 
duty of $7.50, railroad to the consuming point, and then if the pro- 
ducer cannot do it in southern Illinois and Kentucky, with an equal 
grade of ore, I have wasted 25 years in the mining business. 

Senator Matone. I am not sure but that you have. 

Mr. Sersert. I possibly have. 

Senator Martone. Here is the situation. They have further to take 
their product to market than they do to get theirs to Tidewater in 
Italv, do they not? 

Mr. Sersert. No. The American producers can ship by barge on 
the Ohio River to Pittsburgh, and I think the rate might be some- 
where around $2 a ton. 

Senator Martone. How far is it to the barge from some of these 
deposits ? 

r. Serpert. Most of our deposits are very close to the Ohio River. 
I would say within a radius of 35 to 50 miles. 

Senator Martone. Well, they truck it, according to your own tes- 
timony, about as far as the Italians? 

Mr. Sereert. Well, it is with good trucks and good roads. I have 
seen the river from some of the operations. 

Senator Marone. So have I. And I was in Italy 2 or 3 times. I 
can’t say that I have examined these fluorspar mines in Italy, but the 
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next time I go I will probably look at them. I looked at their indus. 
tries. I go to all of these foreign nations to see their industries. 

I have been in the engineering business for 30 years before I came 
to the Senate. I find that the Senate operates a little differently than 
the engineering business. But I am not fooled at all about these 
production plants in Italy or any other nation. 

I thought I had to see all our star boarders first, so I did that job 
for the first 7 years I was here. Then I went behind the Iron Curtain 
for 214 months and traveled 14,000 miles in Russia and saw a lot of 
their plants, mines, and production. So I am not confused at all 
about your testimony of a 27-mile trip in Italy. Now we get to the 
barge in Illinois, with a little longer distance getting it to tidewater 
than in Italy. 

Then it leaves it to the water transportation to be the difference, 
doesn’t it? 

Mr. Serpert. Yes. 

Senator Martone. What is that from Italy ? 

Mr. Serpert. Today it is about $5 a ton. 

Senator Martone. $5 a ton. What kind of machinery did we put 
in these mines that we financed over in Italy? Was it old-time 
machinery ¢ 

Mr. Sersert. I would say it was reasonably up to date. 

Senator Matonr. Probably as reasonably up to date as the Mlinois 
producers ? 

Mr. Serpert. Possibly. 

Senator Martone. Then we come right down, then, to the difference 
in wages being effective wages, I will put it that way, of being the 
difference in the cost of production, just about, don’t we? 

Mr. Serpert. Well, I understood that was your $7.50 duty. 

Senator Matone. That is right. Then it would be a question as to 
whether the $7.50 would be enough or too much. You understand 
that I have never O. K.’d a high tariff or O. K.’d a low tariff, and I 
don’t know anyone that has, except one who is interested in the 
product itself. 

Iam not. I don’t even represent anybody since I stepped out of my 
engineering business. I am interested in that difference. You agree, 
then, that that should be adjusted to represent that difference left 
after the water transportation from Italy to our shores was paid. If 
it is $2, $1, or $8, that should be flexible and adjusted to represent it. 
Would you object very strenuously to that? 

Mr. Serpert. Well, sir, I don’t see why there should be two differ- 
ent rates of duty on low grade in the first place. 

Senator Martone. Neither do I. 

Mr. Serserr. It is a question of what side of the fence we are on, 
whether they ought to be reduced so that they are all $1.87, or all 
raised to $7.50. 

Senator Matone. I am on neither side. I am on the American side, 

Mr. Serert. We got off of the subject of fluorspar reserves. 

Senator Martone. We got off it, but you go back on. 

Mr. Serer. I think the question of fluorspar is very important. 
The Paley report section of fluorspar was given by Ralph Vanelstein. 

That gentleman, in my mind, is a very well-qualified man to examine 
and forecast. 

Senator Matone. What did he say ? 
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Mr. Sereert. Well, I have part of the statement : 


Furthermore, the likelihood of finding additional reserves adjacent to known 
reserves is favorable because producers usually do not develop fluorspar de- 
posits very far ahead of actual mining operations. 

Senator Martone. Do you say it is favorable ? 

Mr. Sexpert. Well, that part is favorable. Mind you, I am reading 
the favorable as well as the unfavorable. 

Senator Matone. I know, but I wanted to understand it. 

Mr. Serpert (reading) : 

Despite these possibilities, many geologists feel that discovery of very large 
new deposits in the United States is unlikely. Consideration of the reserve 
position and of the historical production record suggests that the domestic 
fluorspar industry has passed its peak. rate or growth and that only limited 
further expansion can be expected. 

During 1956, there were over 100,000 feet of diamond drilling car- 
ried out. That is over 20 miles of holes put down to look for more 
fluorspar. 

Senator Martone. Who spent the money ? 

Mr. Sersert. A number of the companies. I believe the Government 
spent some. I believe the Aluminum Co. and the Penn-Salt did. 

It is written in the report, incidentally, on fluorspar, sir. 

Senator Matonr. Who is the fellow that wrote the report you just 
read ? 

Mr. Seisert. That is Vanelstein. And it’s part of the Paley report. 

Senator Ma.one. It is interesting to know that I had Mr. Paley 
before my committee. There are 10 volumes of the testimony. This 
is the summation. Under my direct questioning, Mr. Paley said 
he didn’t know anything about minerals at all. 

Mr. Semert. But this was written by a very eminent geologist. 

Senator Matone. Would it interest you to know “that engineers 
never discover mines at all? What they do is turn them down when 
they are brought to them, because their reputation would be injured 
if they got a bad one, or 2 or 3 bad ones in a row? Most of these 
mines, and I have lived in a mining country, are discovered by acci- 
dent, ‘put accidents happen because when you find them they are 
profitable, on a principle established by Congress, not some Govern- 
ment bureau a year ahead going to buy it. 

When there is no principle i in Congress, none in the administration, 
and no sign of any profitable enterprise, if you find a deposit, there 
is very little exploration done by either private companies or indi- 
viduals. 

Do you agree with that? 

Mr. Serert. Well, I came across a prospect that was sold to me as a 
prospect, and by further work we did in that area I was fortunate 
enough to find a commercial deposit of fluorspar. But there was 
enough evidence of fluorspar which, incidentally, is a whole lot easier 
to find and prove up than your rare metals. 

I think geologists are in a far better position to forecast the future 
of fluorspar than they are in the case of rare metals. Fluorspar veins 
generally come up to the surface. They are discovered by people 
walking over the area, the ground. 

Senator MALone. Are you familiar with a deposit in Montana, in 
Darby, Mont., which was discovered after the Paley report, just by a 
sort of accident ? 
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Mr. Sereert. Yes. I talked to Mr. Roberts. I know Mr. Roberts 
who was operating the mine. He was in my office and told me he 
thought his reserves were somewhere around 300,000 to 500,000 tons. 

Senator Martone. I guess Mr. Vanelstein did not discover this one, 
did he? 

Mr. Serserr. No. Let’s say that the 2214 million tons are doubled. 
That is only another 10 years’ supply. 

Senator Matonr. Do you think that is the only deposit there is? 

Mr. Serpert. No. I wouldn’t doubt—I can’t go on the record as 
saying that we found all the fluorspar. 

Senator Martone. You went on record the first statement you made 
when you said you do not want to exhaust our supplies and it looks 
like they would be exhausted very soon. 

Mr. Seieert. I said that, and I repeat it. 

Senator Martone. I think that is fine testimony, and that helps dis- 
credit you, as far as I am concerned. 

Here is a report, fluorine program statement, by Robert B. Mc- 
Dougal. Do you know him? 

Mr. Setsert. No. 

Senator Matone. You might make his acquaintance. There is one 
paragraph here: 

The United States had enormous reserves of phosphate rock, at least 13 billion 
long tons. 

Some authorities have estimated its fluorine content to be equivalent to about 
900 million tons of fluorspar. However, to recover this or any part of it depends 


on the amount of phosphate rock mined and sold and upon the treatment or 
process— 


and then it goes on— 
That would look like there is a good prospect of a new source of fluorine. 


Mr. Sersert. May I read you a memorandum, which I would like 
to have in the record, if you don’t mind, on phosphate rock and 
fluorine ? 

This was written June 13 by H. John Shepard. 

He says: 


I am a graduate of the school of chemistry, Cornell University, and am em- 
ployed by Samincorp South American Minerals & Merchandise Corp., as manager 
of a division which imports, sells, and distributes fluorspar and other nonmetallic 
minerals. 

I was present at the fluorspar hearings of the mining and minerals industry 
in Washington on June 11, 1958, before Senator George W. Malone. 

The following statement was introduced into the record from the Minerals 
Year Book, 1954, volume 1, Metals and Minerals, issued by the Bureau of Mines 
of the United States Department of the Interior : 

“The potentialities of fluorine reserves and phosphate rock were reviewed. 
The authors estimate that known domestic phosphate reserves contained over 
470 million short tons of fluorine.” 

This is a purely hypothetical figure of the amount of available fluorine con- 
tained in phosphate rock deposits in the United States and cannot be regarded 
as a reserve of available fluorine for the manufacture of hydrofluoric acid for 
industrial and strategic consumption. 

We, therefore, point out the following facts: 

1. Fluorine in phosphate rock is combined with silica. 

2. Fluorine has a tremendous affinity for silica and the recovery of fluorine 
from phosphate rock is in the form of hydrofluosilicic acid, H.SikFs. 

3. The use of hydrofluosilic acid is primarily for the manufacture of silico 
fluorides and sodium silico fluoride used in the fluoridation of water. 
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4. Because of the nature of hydrofluosilicie acid, it is not economic to make 
hydrofluoric acid out of this product because of the difficulty in removing the 
silica. 

5. Fifty percent of the processors of phosphate rock in the United States are 
small producers. The installation of a process for the partial recovery of 
fluorine, derived from phosphate rock is costly. These processors could not 
economically install such equipment for this purpose. 

Larger phosphate rock processors estimate that the maximum yield of hydro- 
fluosilicic acid that could be recovered out of the theoretical available fluorine 
would be 33 percent. 

In the manufacture of hydrofluoric acid from hydrofluosilicic acid the maxi- 
mum yield is 50 percent of the theoretical yield. This means, therefore, that 
the actual recovery of fluorine, where the process has been installed, would be 
only one-sixth of the total available fluorine. 

6. This statement is supported by an article in the Mining Engineering Journal 
of October 1954, entitled ‘Phosphate Rock As an Economic Source of Fluorine,” 
by W. L. Hill and K. D. Jacob. (The authors are the principal chemist and head 
respectively of the Division of Fertilizers and Agricultural Lime, Bureau of 
Plant Industry, Soils and Agriculture, Agricultural Research Administration, 
United States Department of Agriculture, Beltsville, Md.), page 998, as follows: 

“Actual recovery of volatilized fluorine was less than one-sixth of the indicated 
total evolution.” 

7. Therefore, the so-called 470 million tons of estimated, theoretical reserve 
of fluorine out of phosphate rock is reduced to 78 million tons of theoretical yield, 
provided that all of the phosphate rock processors have installed a recovery 
process for fluorine. As a matter of fact, very few phosphate rock processors 
have any recovery process. 

8. Kaiser Aluminum Co. has been attempting to recover fluorine from phosphate 
rock deposits in Florida for the manufacture of sodium silico fluoride, cryolite, 
and sodium fluoride. Because of the difficulty in obtaining a high enough yield 
of hydrofluoric acid, which is necessary for the manufacture of synthetic cryolite 
and sodium fluoride, it has been reported that Kaiser has had difficulties with 
this process and has virtually discontinued it. 

9. The manufacture of hydrofluoric acid is most. efficiently produced out of 
acid-grade filtercake fluorspar, containing over 97 percent CaF: with maximum 
of 1 percent silica. Great excess of silica in fluorine compounds is inimical to 
the economic production of hydrofluoric acid. 

It is my opinion therefore that the theoretical quantity of fluorine contained in 
phosphate rock cannot be deemed as a reserve of the important element of 
fluorine which is so essential for the American chemical industry and the 
strategic requirements of national defense. 

Respectfully submitted. 

SHEPARD Drtvisron, SAMINCORP SouTH AMERICAN 
MINERALS & MERCHANDISE CorpP., 
H. JoHN SHEPARD. 


I would like to have that as a part of the record. 

Senator Matone. I have just been informed, and it is easily checked, 
that Kaiser has not abandoned phosphate rock as a source of fluorine, 
have no intention of abandoning it, and are now using it at about 20,000 
tons annually of acid grade. 

If that were true, would you think they were abandoning it? 

Mr. Serer. No, sir. 

Senator Matone. That can be checked. 

Mr. Sewert. I would like tocheck it. I will check it. 

Senator Matonr. You go ahead and check it. 

You have testified that it amounts to about 3 cents a ton of steel on 
a $34 price for fluorspar. 

Mr. Sersert. I would like to correct something. I said that the 
increase between $34 and the $50 and $52 price, which is $16 to $18, 
would amount to approximately 3 cents. If you take $34 as the base 
and try to determine the cost to the steel company of using fluorspar 
to produce a ton of steel 
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Senator Martone. You said 5 pounds. 
Mr. Semert. Five pounds. Thirty-four dollars would be a little 
bit less than 2-cents a pound, so it would cost the steel company 7 or 8 — 
cents for the $34 price, and if it went up to $50. or $52, it would be 

another approximately 3 cents. 

Senator Martone. We will say 10 cents or around there. What is the 
price of steel? What is the steel selling for ? 

Mr. Sepert. I guess $115 or $120 a ton. I haven’t checked that. 

Senator Maronr. It is going up again pretty soon, they all estimate. 

Mr. Seipert. I believe so because the wages increased. 

L com pte Matone. Ten cents wouldn’t amount to very much, would 
it? 

Mr. Serpert. No. 

Senator Martone. You pay $34 for 2,000 pounds of fluorspar. How 
much is that a pound that you are paying ? 

Mr. Semenrt. A little less than 2 cents a pound, 1.7. 

Senator Matone. In other words, to make it so that Americans 
could operate the deposits they have, and if a principle were laid down 
by Congress that you were going to have that duty adjusted, or tariff, 
on that basis, each whenever necessary, to go up or down according 
to the standards of living in the chief competing nation, it would be 
in that neighborhood, and on principle, then, there would be a re- 
sumption of prospecting for fluorspar, wouldn’t there be? 

Mr. Sersert. A what, sir? 

Senator Martone. Wouldn’t you suppose on that basis if Congress 
laid down a principle, not for 1 year or 5 years, but the principle of 
a tariff making the difference in the effective wages and the cost of 
doing business here and the chief competing country, which looks like 
it might be, according to your computations, around 10 cents a ton 
for steel, that if they had that principle adopted, there would be a re- 
sumption of exploration by these companies and by prospectors gen- 
erally to find new prospects, would there not? 

Mr. Serert. It is quite possible. 

Senator Martone. Let’s leave that at the base, and I will make this 
general statement for you that I hope you are in a position to check, 
that practically all of the so-called strategic and critical materials 
and minerals, and we call them that because we did not currently, when 
they invented the phrase, produce quite as much of it in this country as 
utilized—you understand that is why they are called strategic? 

Mr. Semerr. Yes. 

Senator Martone. You do understand that? 

Mr. Semert. Yes. 

Senator Matone. You do understand that ? 

Mr. Semert. Yes, sir. 

Senator Martone. Of course, tungsten is in that list because there is 
no tariff or fixed price that makes that difference. 

But no tungsten mined in this country was used by the steel com- 
panies or tungsten carbide companies because the world price was 
available to them. It all went into the stockpile. The tariff wasn’t 
raised, but it was just a fixed price. 

You will find generally speaking that you cannot find, or it is 
very difficult, as it is here, to find the difference of the cost in the end 
product if a duty or a tariff is imposed, flexible, just equaling the dif- 
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ference in wages, effective wages, and the cost of doing business in this 
country and the chief competing country. 

It is just almost impossible to find the additional cost in the end 
product. 

Did you ever think of that? 

Mr. Sezert. Well, I would say there are many complexities in- 
volved. I wonder what our foreign relations might be if one nation 
has one rate of duty and another nation has another rate of duty. 

Senator Matonr. What isa rate of duty for? 

Isn’t it to make up the difference in cost ? 

No other nation in the world needs a duty against us, because our 
costs are so much higher than theirs. You know that. 

All we ever used the duty for was to make up the difference in cost. 
We didn’t use it to keep them out. 

Mr. Serpert. I am doing business in Canada, and I know the Ca- 
nadians have imposed very high duties in the past. I know from time 
to time these duty rates have been cut down. 

Senator Matonr. I have news for you, and I also have a brief you 
wrote, a brief supporting a tariff request on fluorspar entering Canada. 
Did you write that brief ? 

Mr. Serpert. Yes; I know all about it, sir. 

Senator Matone. Do you still believe what you said is true here? 

Well, let me read itto you. Itsays: 

The following material is being submitted to the Canadian Tariff Board in an 
effort to convince the members of the board of the dire necessity for fluorspar 
coming to Canada. 

Where is it coming to Canada from ? 

Mr. Serpert. From the same sources that our spar comes into the 
United States. 

Senator Matone. That would be Mexico, Italy, Spain, and Ger- 
many ¢ 

Mr. Serwmert. That is right. 

Senator Martone. None from our country goes into there? 

Mr. Serpert. No. Not toomuch. 

Senator Matonr. I wouldn’t say very much, You couldn’t compete, 
could you? Youcould not; could you? 

Mr. Serert. No, sir. 

Senator Matonr. This memorandum is being prepared by Walter 
E. Seibert, president and controlling stockholder of a company formed 
under the laws of Newfoundland in 1929, known as the St. Lawrence 
Corp., of Newfoundland, Ltd. 

This corporation was a pioneer in developing the large fluorspar 
reserves on the Berin Penninsula. 

Mining operations began in the early part of 1933. This business 
grew from a handful of employees to a total of approximately 350 
employees within 1956. 

In early June of 1957, the company was forced to close down its 
active mining operations because of its inability to sell its product in 
the Canadian markets, due to the competition where wages are a frac- 
tion of the wage scales being paid at St. Lawrence, Newfoundland. 

You were advocating a tariff there that made the difference in the 
wages, were you not, sir ? 
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Mr. Semert. Well, sir, the situation in Canada of reserves with 100 
— or more in fluorspar is entirely different to the situation of the 

nown or inferred reserves in the United States. 

Canada has no duty whatsoever on fluorspar coming into Canada, 
whereas you have a $7.50 duty coming into the United States. 

There is no comparison whatsoever in the Canadian picture with 
the American picture. 

Senator Martone. In other words, your business is located there. 

Now let me tell you something. ‘This is just free information, and 
worth about what I am getting, I think. 

Mr. Serpert. Thank you, sir. 

Senator Martone. That is that they do not need a tariff on the basis 
of difference in costs, because their costs are lower. You agree to that, 
don’t you ? 

Mr. Semert. My Canadian costs are not lower than the American 
mines in Rosiclare and Kentucky. 

Senator Martone. I am talking about the average mining costs in 
the United States. 

What are your wage rates up there? 

Mr. Serert. My skilled labor are running up to $1.75 to $1.90 an 
nour. 

Senator Matone. What is your ordinary wage ? 

Mr. Sewert. I have a 100 percent union-controlled organization. 

Senator Matonz. Good, I am glad to hear that. What was your 
ordinary wage of muckers and ordinary people who work around 
your mine and mill? 

Mr. Seibert, on page 2, I will save you some time, you have the 
wages. The consumption of fluorspar, you say, in the United States 
and Canada has been growing rapidly. 

Is full employment in the fluorspar mines and mills of foreign 
countries to be encouraged or is it more advisable to keep Canadians 
employed with good living wages and standards at home? 

We cannot compete paying $14 to $16 a day at our mines against 
$1 to $3 per day abroad. 

You agree that is about what you paid? 

Mr. Sewert. Yes. 

Senator Martone. Does that include industrial insurance ? 

Mr. Semert. No, it does not. 

Senator Matonr. What does that amount to per day ? 

Mr. Serpert. We have 2 weeks paid vacation, we have 

Senator Matone. What is your industrial insurance ? 

Mr. Seieert. The rate on the payroll, I believe is 5 percent. 

Senator Martone. That vanil mean, then, a $16 miner 

Mr. Sezserr. The $16 per day, sir, included, as I recall, the so-called 
fringe benefits. 

Senator Martone. Well, I presumed it did. Now let me ask you: 
Fem do not, of course, believe that that is as high as our miners are 
paid % 

Mr. Szreert. Well, in the Rosiclare-Kentucky area, I understand it 
2 comparable. I understand the labor unions have refrained 

rom—— 

Senator Matone. We are not talking about Illinois, but mining 
wages generally. 

Mr. Saieentr. No, it is not as high as mining labor generally. 
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Senator Martone. Now just to ask you a simple question, the average 
rate in fluorspar, and I have been handed a memo, is $21 and $22, 
The difference there, then is about $5 to $6 a day. 

You do have up to date machinery there? 

Mr. Serpert. Surely. 

Senator Martone. I wouldn’t think a man of your standing would 
buy anything but the latest machinery. You do have it? 

Mr. SEIBERT. Yes. 

Senator Martone. Probably better than they have in Kentucky if 
they have had it there any length of time. Have you been in the 
Kentucky mines? 

Mr. Setvert. Yes. 

Senator Martone. Do they have as good machinery as you have? 

Mr. Serert. I would say it’s comparable. 

Senator Matone. Woud you have any objection to a duty that made 
the difference in wages and the cost. of doing business in the United 
States and Canada on this fluorspar coming to Canada ? 

Mr. Serpert. I already have, I have a $7.50 duty. I can’t bring 
my product into the United States with that $7.50 duty. I never 
could. 

Senator Martone. You want it so that no other fluorspar can go 
into Canada but yours? 

Mr. Sereerr. I don’t say that at all. 

I don’t say that my duty will exclude fluorspar from all sources. 
I can’t get out on the west coast with my fluorspar from Newfound- 
land. 

Senator Martone. You want a policy in Canada that we do not 
have in our country, is that right? 

Mr. Serpert. No. We have a duty here. 

Senator Martone. We don’t have a duty that is enough. 

Mr. Sersert. You have a $7.50 duty and Canada has none at all. 

Senator Martone. How much acid grade do you produce up there? 

Mr. Sersert. None. I have in the past years, but I haven’t pro- 
duced any in 5 years. 

Senator Matonr. The duty is pretty low, then, here, on what you 
are producing, is that right? 

Mr. Serert. That is right. 

Senator Matonr. You want to keep it that way? 

Mr. Serpert. Here? 

Senator Matong. Yes. 

Mr. Sersert. Well, sir, as I said before, I think we have a number 
of facets to this problem. One, my taxpayers’ money, and I have 
been a big taxpayer, corporate and otherwise, on top of the many 
advantages 

Senator Matonr. Where? Here? 

Mr. Semert. Yes, sir, in the United States. 

Senator Martone. And in Canada? 

Mr. Seisert. Yes, sir. 

Senator Matone. I think you are a wonderful citizen. But we are 
trying to get together on a principle to let us do some business down 
here. You are against the principle being adopted here that you 
want adopted in Canada. 

Mr. Sripert. No, sir. I am asking for a duty in Canada that is in 
effect down here. There is nothing inconsistent with that. 
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Senator Martone. No, I don’t think there is. I don’t think there is, 
But you have to have a policy or a principle adopted. 

Now, on what virincagle do you want this adopted ? 

You say here that you can’t stay in business competing with these 
cther nations at lower wages, and then you apparently want a duty 
that would make the difference in the effective wages that Canada 
and these other countries, and the cost of doing business; is that right? 

Mr. Serert. { would like to pursue that a little more. 

Senator Martone. I think what we will have to do is let this go until 
2 o’clock. 

Mr. Seert. All right. I would like very much to get into that 
further. 

Senator Martone. I would like to have it. I think that at least an 
American citizen ought to be as fair to the United States as he is to 
Canada. We like Canada and are fond of the people in Canada. 

We certainly do not want to be unfair to Canada. But I want to 
find out from you if you are willing, not only for fluorspar but all 
products, to have anything that will make a duty that will equal the 
cost of production. 

That you can think over during lunch. 

Mr. Serpert. One of the reasons I am here, sir, is because I definitely 
strongly feel, because of all of the information I have been able to 
bring out, that the fluorspar reserves in the United States are limited. 

Senator Martone. You want to preserve the United States, you are a 
patriot, you want to keep that in the ground; is that it? 

Mr. Serert. Would you suggest 2 o’clock, sir? 

Senator Matonr. Yes, that will be fine. 

Mr. Repwine. Mr. Chairman, may the record at this point carry 
this statement filed with the Canadian Tariff Board, and also a state- 
ment filed with that board by his associate, Mr. Poynter? 

Senator Matone. Yes. 

(The documents referred to follow:) 


BRIEF BY WALTER FE. SEIBERT TO THE TARIFF BOARD OF CANADA IN SUPPORT OF A 
TARIFF ON FLUORSPAR ENTERING INTO CANADA 


The following material is being submitted to the Canadian Tariff Board in an 
effort to convince the members of the board of the dire necessity of imposing a 
Canadian tariff on the importation of all grades of the mineral fluorspar coming 
into Canada. 

This memorandum has been prepared by Walter E. Seibert, the president and 
controlling stockholder of a company formed under the laws of Newfoundland in 
1929, known as the St. Lawrence Corporation of Newfoundland, Ltd. This cor- 
poration was the pioneer in developing the large fluorspar reserves on the Burin 
Peninsula, south coast of Newfoundland, at a small fishing village known as, 
St. Lawrence, Newfoundland, where mining operations began in the early part 
of 1933. This business grew from a handful of employees to a total of approxi- 
mately 250 employees by the end of 1956. 

In early June of 1957 the company was forced to close down its active mining 
operations because of inability to sell its product in the Canadian market due to 
the competition of low-wage-paying countries, such as Spain, Italy, Germany, 
and Mexico, where wages are a fraction of the wage scales being paid at St. Law- 
rence, Newfoundland. 

With the exception of 1951, the corporation operated in the black every year 
from 1936 to 1956, inclusive. The years 1954, 1955, and 1956 were prosperous 
years for the company, due to a $10-million acid-grade fluorspar stockpile con- 
tract received from the United States Government. On fulfilling this contract 
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numerous efforts were made to sell our Newfoundland fluorspar in Canada, to 
no avail because of low prices quoted by producers in the countries named above. 
Their delivered prices are substantially below our cost of production in New- 
foundland. 

Fluorspar is a very important item of raw material and important because 
of its fluorine content. There are three main products: Metallurgical grade, 
which is prepared in a gravel form and analyzes approximately 85 percent cal- 
cium fluoride content; ceramic or glass grade, which is required in a powder 
form analyzing from 93 to 97 percent calcium fluoride content; and acid grade, 
which is also in a powder from but analyzes over 97 percent calcium fluoride 
content. The main uses of fluorspar are as follows: 

1. As a flux in the steel mills. 
2. The basis of making hydrofluoric acid and numerous fluorine chemicals. 
3. In the manufacture of aluminum fluoride and artificial cryolite and in 
making aluminum. 
In the manufacture of glass and ceramics. 
In the atomic-energy program in uranium production. 
In a propellent for aerosol bombs. 
As an oxidizing agent in the new high-energy missile fuels. 
In making refrigerant gases such as freon. 
. In the fluoridation of drinking water, and many other miscellaneous 
and new uses. 

The consumption of fluorspar in the United States and Canada has been grow- 
ing rapidly, and, in view of the fast-growing uses and the strategic nature of 
this raw material, it is the writer’s firm belief that the domestic mining of 
fluorspar in Canada should be encouraged and not allowed to die on the vine. 
Is full employment in the fluorspar mines and mills of foreign countries to be 
encouraged or is it more advisable to keep Canadians employed at good living- 
wage standards at home? We cannot compete paying $14 to $16 per day at our 
mines against the $1 to $3 per day paid abroad. The record of our production 
and shipments in short tons from 1933 to date follows : 
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1945____- i 18, 675 || Total tons shipped to end 1957--| 506, 869 
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The following is a list of our company payrolls that were paid out at St. 
Lawrence from 1933 to the end of 1957: 








Year | Amount || Year Amount 
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1934... | 14, 179 || 1948. | 274, 514 
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1943. | 273,620 |} 1957_. | 273, 606 
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evens ene ; 271, 702 || Total wages paid to end 1957..-.| 6, 662, 095 
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It is obvious how serious a blow it is to St. Lawrence and to the economy 
of all of Newfoundland in fact to lose such a substantial wage income, not 
to mention the many hundreds of thousands of dollars my company has ex. 
pended in purchasing gasoline, oil, dynamite, machinery, repairs, timber, and 
a vast amount of other supplies either in Newfoundland or on the mainland of 
Canada. In addition we paid substantial amounts in Provincial and Federal 
taxes and duties. 

The following tabulation lists the taxes paid by the corporation locally, 
Provincially, and to the Federal Government for the 5-year period from 1952 to 




















1956 inclusive : 
vtec 7 eT ee 
| 1952 1953 | 1954 | 1955 1956 
To the town of St. Laweee... ......------. $500.00 | $1,000. 00 | $2, 250.00 | $3,000, 00 $3, 000. 00 
To the Province as a mining royalty tax- 258.97 | 7,184.32 9, 653. 56 8,028.16 | 13, 156.89 St 
To the Federal income tax department on | m! 
EEL ENE ALO 2, 834. 85 | 49, 322.23 | 73,731.86 | 60,552.52 | 88, 090.14 fo 
sabi cisucepeeesti ia ac penogesiecasimaneesrementhe nines <ilsbdins adhe ' babi cf 
The present hourly wage rates paid under our union contract at St. Lawrence ¢ 
run from $1.20 for straight labor to $1.69 for mucking-machine operators, and 4 
in addition thereto we have had such fringe benefits as sick leave, 2 weeks’ ‘ 
: 
| 


paid vacation, insurance, and pensions for key and monthly employees. 

For the last several years the books of our company have been audited by 
the accounting firm of Messrs. Peat, Marwick & Mitchell and our cost of putting 
a short ton of submetallurgical grade or preconcentrate material on our dock 
in Newfoundland used as mill feed for our large acid-grade contract with 
the United States Government was as follows: 


Ce ee eee ee a te ertecnp mig eee $19. 51 
TU a aes cheaper espa ons cnen enn engi ren pare en aceree 20. 27 
Bs I at irr Se ee ee eee -. “Tae 


We respectfully call your attention to the fact that this material was a sub- 
metallurgical grade averaging about 40 effective units of calcium fluoride con- 
tent as compared to a metallurgical grade specification between 70 and 80 effee- 
tive units of calcium fluoride content. We conservatively estimate that the 
cost of putting our fluorspar on dock at St. Lawrence in finished metallurgical 
form would be $25 per short ton of 2,000 pounds. Our water freight charges 
to Sydney would be about $3 per ton and would run to about $5.50 per ton to 
Hamilton, Ontario. The present quotations of our competitors for this same 
grade of fluorspar runs to approximately $22 alongside dock at Sydney, Nova 
Scotia, and $26 alongside dock at Hamilton, Ontario. A recent contract of 
6,400 tons was awarded by the Steel Co. of Canada to some Mexican producers 
for approximately $28 per short ton alongside dock at Hamilton but this par- 
ticular material was guaranteed a minimum of 80 effective units of calcium 
fluoride content and to make a metallurgical grade fluorspar of this high analysis 
would cost our company at least $30 per short ton on dock at St. Lawrence, 
Newfoundland. 

At the present time the annual consumption of acid and ceramic or glass 
grades of fluorspar in Canada is small outside of the consumption of the 
Aluminium, Ltd., who have their own captive mines at St. Lawrence, New- 
foundland. However, the consumption of acid grade, glass and ceramic grades 
will increase materially over the next 5 years according to present business 
forecasts. A new hydrofluoric acid chemical plant has recently been completed 
at Valleyfield, Quebec, and fluorspar can be brought into Claymont, Del., dried 
and shipped by rail to Valleyfield at prices less than our cost to produce and 
deliver the same material. It is our estimate that acid grade fluorspar at 
St. Lawrence would cost us a minimum of $35 per net ton of 2,000 pounds in 
wet form f.'o. b. our dock at St. Lawrence. To ship this material to Valley- 
field, Quebec, would cost another $5 per net ton for a delivered price of $40. 
This material would then have to be stored at a drying plant, dried and de- 
livered to the Valleyfield consuming point at a cost of another approximately 
$10 per net ton, making a delivered cost of about $50 per ton. Comparable 
European and Mexican material could be quoted at Valleyfield direct for in the 
neighborhood of $35 per net ton as compared to the $40 per ton cost to our 
company at Valleyfield. 
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The development of the present situation in the fluorspar industry has been 
prought about chiefly because of shortages in fluorspar occurring during the 
Korean action. The United States Government actively encouraged and financed 
the prospecting, development, and operation of fluorspar mines and mills all over 
the free world. United States Government money was put into new mills in 
Italy, Spain, Germany, and Mexico, tied in with large United States stockpile 
contracts.. Stockpile purchasing has been tapering off in the last year and with 
Jarge new production facilities seeking outlets of fluospar in the States and 
Canada and with cheap labor have just about captured two-thirds of the Amer- 
jean markets and about 100 percent of the Canadian market other than the 
Aluminium’s own requirements produced from its captive mines. 

A $10 per ton duty cost to the Canadian steel consumers would add about 10 
cents per ton of steel to their costs as from 10 pounds to 20 pounds of fluorspar 
are required for every ton of steel produced. 

During 1957 our company operated at a loss of $173,000 for the year, forcing 
a tight closedown of our operations and throwing some 250 men out of work at 
St. Lawrence, thus creating a serious economic situation in the area. We have 
milling and mining equipment at St. Lawrence that could not be replaced today 
for less than a million and a half dollars and except for the Aluminum, Ltd.’s 
captive mines, we have been the only major private producer of fluorspar in 
Canada for the last 15 years or more. 

To correct the situation it is our firm belief that it will be necessary for Can- 
ada to impose a tariff on all grades of fluorspar coming into Canada from foreign 
sources of at least $10 per net ton of 2,000 pounds. This would allow the St. 
St. Lawrence Corp. approximately $5 per net ton profit before taxes. It is be- 
lieved that a $5 per ton profit is necessary in order to promote a healthy growth 
of the fluorspar mining industry in new ore development, shaft sinking, drifting, 
diamond drilling, etc. 

The indicated fluorspar reserves at St. Lawrence, Newfoundland, run into 
several million tons and while some development work has been carried on, there 
is room for a great amcunt of additional development work which can only 
be carried on out of reasonable profits. It might be mentioned here that my com- 
pany has not paid any dividends in 25 years of operation with its profits going 
back into the business. Our plant consists of a flotation mill, a modern heavy 
media mill, and a complete mining plant and we have our own dock facilities and 
as above indicated an investment which could not be replaced today for less than 
a million and a half dollars. 

The writer will personally appear at the tariff hearing with reports, financial 
statements and any other material that might be requested in the meantime by 
the Tariff Board. 

Respectfully submitted. 

Watter E. SEIBERT, 
President, St. Lawrence Corporation of Newfoundland, Ltd. 


Brier By DoNnALD A. PoYNTER TO THE TARIFF BOARD OF CANADA IN SUPPORT OF 
A TARIFF ON FLUORSPAR ENTERING CANADA 


I. INTRODUCTION 


Fluorspar, a chemical compound of calcium (51.1 percent) and fluorine (48.9 
percent) (CaF.), is one of the lesser known, but one of our more important in- 
dustrial minerals. It is a crystalline translucent material, similar to quartz, and 
is found in nature in many colors and invariably crystallizes in the form of a 
cube. It has been mined and gathered through the ages as a decorative material 
and semiprecious stone. 

Pure fluorspar, as such, rarely exists in nature, and it would appear that 
when the veins containing fluorspar were formed, other materials such as 
quartz and lime were also deposited in the veins along with many minor im- 
purities. Thus almost all fluorspar veins exist as dense mechanical mixtures 
composed of three main materials—fluorspar, silica, and lime—with the pro- 
portions of these latter minerals depending on the country rock in which the 
veins were found. There have been exceptions in the veins, but this is the 
general picture. The average fluorspar vein in Canada, as mined, does not 
exceed 50 percent CaF:; and, therefore to separate and obtain pure fluorspar, 
mInilling processes have to be employed to either remove the impurities from the 
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fluorspar or to remove the fluorspar from the impurities, depending on the type 
of the mixture and the size of the grains. 

Milling is complicated by customers’ requirements. For example, in the steel] 
industry, the basic grade that is used as a flux is 85 percent CaF,. The open. 
hearth furnace, with its great draft, precludes the use of very fine material be- 
cause such would disappear up the stack and be lost. So metallurgical grade 
fluorspar is limited to a “fines” content of 10 percent. At the same time, the 
steel producer limits the size of the pieces purchased, demanding that the ma- 
terial be in pieces smaller than 114 inches. The fluorspar producer must crush 
his material down to less than 11% inches, screen out all but 10 percent of the 
fines created in the milling, and still produce a material that is 85 percent CaF,, 

Because of the size limitations, the fluorspar producer is unable to use de- 
posits in which the fluorspar and the gangue material are intimately associated 
in the fine sizes, and must limit himself to veins where the mixtures are rather 
coarse. It, therefore, follows that to produce metallurgical grade fluorspar it 
often requires the mining of 21%, to 3 tons of material to produce one ton of 
metallurgical grade fluorspar. Because fluorspar is soft compared to the gangue 
material, the fine powder normally contains a significant amount of CaF,, 
There is, thus, considerable fluorspar in the material left over, for which there 
is no use unless the fluorspar producer can develop another market which can 
utilize the finer material. Such a market is the hydrofluoric acid industry. 

The hydrofluoric acid industry requires a material that is 97 percent CaF, and 
ground to approximately 100 percent-minus 100-mesh. 

Today, fluorspar is used as a source of hydrofluoric acid and as a flux. The 
major user of fluorspar as a flux is the steel industry, primarily in the open- 
hearth process. The fluxing qualities, however, also prove valuable in the glass 
and ceramic industries. Fluorspar that is used to produce hydrofluoric acid 
finds a major use in the aluminum industry, and is also becoming more and 
more important in the production of fluorine compounds. For example, it is an 
ingredient of Freon, Teflon, and missile fuels. In fact, one Canadian chemical 
company now advertises 75 fluorine compounds. Hydrofluoric acid also finds 
an important use as a catalyst in the production of high octane aviation fuels, 
and a table of United States consumption in recent years is shown below. 

The fluorspar veins in Newfoundland differ in size, makeup, and composition 
are difficult to describe in a general way. They have, however, been described 
individually and in detail in various geological reports. The company, of 
course, has its own detailed description of its property which is available. 

The fluorspar reserves in the St. Lawrence area were reported on very com- 
pletely by the South Coast Commission of Enquiry in 1957. The Commission 
stated (p. 119 of their report), “The reserves in the area are substantial. Over 
25 veins have been located to date, and reserves are estimated to exceed 50 
years’ production at present rates. Many of the veins have not been exploited 
at all. The problem of water in the mines, particularly at lower levels, is a 
serious obstacle to production. For example, over 2,000 gallons of water a 
minute were pumped from the Iron Springs mine (now closed down). In an- 
other case it was estimated that pumping accounted for nearly three-quarters 
of the plant power consumption. The properties of the two companies extend 
over 25 square miles, and are owned in fee simple.” The Iron Springs mine, 
referred to above, was exploited to a depth of over 1,000 feet, suggesting that 
the deposits in the area are deep deposits. 


United States consumption (excluding Government purchases) 





| 1957 total | 1956 total 1955 total | 1954 total 
albiise—we nie dea 
| 
| 


Spenser eee aap 





Hydrofluoric acid - . | 320, 000 | 289, 500 | 248, 218 225, 096 
Glass and enamel. - - 35, 000 36, 300 | 39, 185 | 35, 482 
Steel | 268, 000 | 264, 400 | 251, 250 | 196, 128 
Iron foundry -- 5 | 15, 000 | 13, 700 | 15, 181 8, 778 
7 TRAE a 21, 000 | 17, 500 | 12, 802 13, 157 


Total____- Penta | 659, 000 | 621, 400 | 566, 636 478, 641 



















ar it 
mn of failures in the operations at Madoc due to contaminated ore, containing barium, 
ngue and the operations were plagued with water conditions. 
Yak. The rapid growth of the aluminum industry has helped materially in creat- 
here ing substantial additional demands for fluorspar. World War II practically cut 
can off European suppliers of fluorspar for the steel and aluminum industries and 
the War Production Board in Washington arranged to have us enlarge our 
and mining and milling operations in Newfoundland. It was during World War II 
that we constructed our flotation plant at St. Lawrence under a defense plant 
"he loan obtained from the United States Government. This flotation plant was 
en- one of the first flotation plants for the beneficiating of fluorspar in North 
LSS America and the acid grade filter cake produced in that plant was shipped to 
‘id Philadelphia and Wilmington and used mainly in what is known as the HF 
nd high-octane gasoline process. 
in The Korean action again found the United States in a desperate position with 
nl an enlarged demand for fluorspar and the American Government again called us 
Is to Washington to consider a further round of expansion of our mining and 
:, milling facilities. A very large 150,000-ton acid-grade fluorspar contract was 
negotiated with the United States Government and the Government advanced 
i $1,250,000 for new plant facilities in St. Lawrence and Wilmington, Del. About 
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II. HISTORY OF THE ST. LAWRENCE CORP. OF NEWFOUNDLAND, LTD. 


The St. Lawrence Corp, of Newfoundland, Ltd., was organized in 1929 under 
the laws of the Colony of Newfoundland. This company acquired the control of 
fluorspar mining prospects on the south coast of the Burin Peninsula, Newfound- 
land, at a small fishing village known as St. Lawrence, Newfoundland. Mining 
operations actually started in a small way during the early part of 1933. The 
St. Lawrence Corp. was responsible for pioneering the fluorspar mining in New- 
foundland and has been a major producer of this mineral ever since. The cor- 
poration was born during the depression of the early thirties and in spite of the 
business atmosphere at the start it succeeded in holding on and eventually be- 
coming one of the world’s large producers of fluorspar. Some fluorspar mining 
had been carried out in a small way at what was known as a Rock Candy 
mine in the Province of British Columbia. There was also some production 
of fluorspar from time to time at Madoc, Ontario. There were a number of 




























$450,000 of this money was spent in St. Lawrence and at that time we installed 
a new modern heavy media mineral separation plant which would permit us 
to make three products—a concentrate, a middling, and a tailing product. All 
of the concentrate and middling product from this mill was shipped to Wilming- 
ton, Del., as mill feed to a new and larger flotation plant erected at Wilming- 
ton, Del. 

At the time the United States Government was negotiating with us they were 
also encouraging the development of new fluorspar sources of supply in Spain, 
Germany, Italy, and Mexico and this rapid expansion of facilities in these 
countries is today the basis of our difficulties in trying to compete with the 
producers in these countries who are paying wages only a fraction of what we 
pay at St. Lawrence. 

Our large American Government stockpiling contract expired the early part 
of last year and the United States Government has now cut down very materi- 
ally on its fluorspar stockpiling contracts. The effect of these cutbacks was 
to leave a lot of production from the foreign suppliers available for private 
industry and prices began to tumble to a point where our costs in Newfound- 
land exceed the delivered prices of foreign fluorspar to Canadian customers. 
In spite of our many efforts to obtain fluorspar business from Canadian con- 
sumers we have met without success and have now been forced to close down 


our operations at St. Lawrence completely. 






























STATISTICAL INFORMATION ABOUT OPERATIONS 





Ill. 






During our first year of operations in 1933 we produced a total of only 1,260 
tons. During 1956, our peak year, we produced over 72,000 tons. Our annual 
wages paid at St. Lawrence have been growing steadily over the years to a peak 
during 1955 and 1956 of over $700,000 per annum. Our hourly wage rates have 
grown steadily from about 15 cents an hour in 1933 to from $1.20 for common 
labor today to $1.75 per hour for skilled labor. Our wages account for approxi- 
mately 25 percent of our total cost of production. Our Provincial and Federal 
taxes and duties have been growing steadily over the years and in addition 
thereto we make substantial contributions to the local community and to the 
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church schools in our community. Our total investment in St. Lawrence for 
mining plant, the two mills, our dock facilities, and our powerplant runs cloge 
About $275,000 of this investment was money 
originally loaned us by’ one of the Canadian chartered banks with a guaranty 
of the Newfoundland Government and all of this loan has been paid off. Ag 
above indicated about $450,000 was money loaned to us by the United States 
Government and that money has been paid off out of earnings. 
The St. Lawrence Corp. of Newfoundland has three other associated companies 
in the fluorspar business—the St. Lawrence Fluorspar, Inc., a Delaware corpora- 
tion which has a drying plant and a large flotation mill in Wilmington, Del, 
There is the Great Lakes St. Lawrence Fluorspar, Inc., a corpo- 
ration of the State of Ohio with a drying plant in Cleveland, Ohio. 
also a Mexican company known as the Cia Minera Julieta, S. A., with large 
fluorspar deposits in Northern Mexico and that company has a heavy media 
mill at a railroad shipping point, Fraustro, about 40 miles outside of the city 
of Saltillo, State of Coahuila, Northern Mexico. While we have sold odd tonnages 
of fluorspar in Canada from Mexico when we were unable to meet the going 
price from Newfoundland, the Mexican company is in no sense a competitor of 
the Newfoundland company. Substantially all of the Mexican output has been 


on tidewater. 


going to the United States steel companies. 


to a million and a half dollars. 


There ig 


The same stockholders who contro] 


the Newfoundland company control the other three companies mentioned. 





St. Lawrence Corp. statistics 





Norte.—aAll tons of 2,000 pounds—employee figure includes casual labor. 
where available. Several shipments have been estimated. 








IV. EXISTING FACILITIES 














Acid grade | Metallur- | Cyanamid | Submetal- 
97 per- | gical grade| 93 per- lurgical Total | Employees Wages 
cent+ 85 per- cent+ grade 70 
cent+ cent+ 
ansmnlyiatil 
0 1, 200 SP ES uniw cdettan BpOOO bonsac cscce-lop eeu 
302 1, 288 1, 204 |. 2, 794 
0 1, 500 0 | ae eer 4, 500 |...... 
1, 822 5, 188 2, 358 | OW 1h ~<6.¢0n-ceheanckee 
2, 172 6, 125 ET Bone oo gates Ee Vo occknons - 
4, 664 3, 958 BEE etadnsobobbe 9, 859 168 a 
3, 569 3, 969 STE ie oss cbsioqes 12, 376 258 |. 3 
6, 699 ae eS a 16, 201 228 |. . 
4, 448 8, 318 12, 766 | 224 | 

4, 969 10, 856 Li abe ech Seka cede 15, 825 200 | .<-..<s5ceee 
. an dennete on cle itanaiobiite 14, 479 a 

4,300 19, 562 |... caeen 23, 862 217 bagi 

5, 180 15, 737 |-- eee Lc tcce wieadle 20, 917 aa 

2, 586 8, 487 De Romend tientins 12, 803 122 jidie 
7, 384 6, 996 fh. 8 ar eee 16, 553 ha osha 2 

13, 830 DE Eactonkvwdielacscupses ie 24, 015 212 ewe 

15, 452 9, 870 |_...-- ‘ 25, 322 163 bites 
11, 901 4, 341 1, 445 17, 687 163 | .<.-+<scenen 
14, 226 BEE Batietinidi>ohtncdiweudbes 27, 199 204 | $386, 196.00 
14, 639 11, 417 ca 26, 056 267 585, 180. 00 
19, 053 | eee ees 2, 725 28, 191 182 574, 734. 00 
SE Dinhinns in site 56, 525 58, 899 215 646, 986. 00 
Sens 58, 309 58, 309 248 880, 872. 00 
(eeu tenons anteetc sox 72, 717 72, 717 243 839, 742. 00 
sci bedbeecwbbe pode Li 18, 990 18, 990 180 | 298,753. 39 
130,570} 172, 364 | 19,434 |  209,266| 540,634 |... a 





The above are outturn weights 


The mines and plant of the St. Lawrence Corp. are as modern and efficient 
Mechanization is used wher- 


as engineering ability and know-how can produce. 
ever possible, and at no one place is ore, concentrate, or waste shoveled or 
handled manually. 


Underground practice follows the usual Canadian hardrock practice—with 


vertical shafts in the country rock (granite), cross cuts to the veins, and level 


intervals to suit the vein widths and workabilities. Every level is equipped 


with the usual ore pocket, for gravity loading of the self-dumping hoisting skips, 


pumpsumps, and necessary rail and power facilities. 


Underground transportation is with either storage battery locomotives or 


the new air-tank type of trammers. 
head chutes from the stopes. 


Ore cars are loaded by gravity from over- 


Development material is mechanically loaded 
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with air-driven mucking machines. Drilling is of the most advanced techniques, 
using modern jackleg drills and tungsten carbide steel. 

Management continually invites the demonstration of new and improved 
equipment, and have been the pioneers in Newfoundland of tungsten-carbide 
steel, special small dynamite, one hand drill controls, small diameter hole 
drilling, and air trammers. 

Hoisting practice is standard, and self-dumping skips dump into surface bins. 
Transportation to the mill (greatest distance 1 mile) is by large diesel trucks 
with the usual economies of these trucks. 

















ome Management has also instituted a program of standardization of the plant; 
re ig and all mines are, where possible, equipped with identical and interchangable 
large machinery. All hoists are identical, all compressors fall into but 2 classes, 
edia and the same applies to the diesel power generators where the 1 set of parts 
city interchange for 5 engines. ; , : ; 
Ages The obvious savings in parts inventory, down time, and the kindred ills of 
ving remote operations are clearly seen. ; . } 
r of Milling practice is the most modern. Run of mine ore is crushed in two stages, 
een and then treated in the heavy media separation plant to remove coarse waste. 
trol This plant is 1 of the very few plants of this type in Canada, and the only 1, 
in fluorspar, to work with 2 different specific gravities at the same time in the 
same drum so that waste and 2 separate coarse concentrate products can be 
produced simultaneously (1 of these being metallurgical grade). Heavy media 
preconcentrating is followed by froth flotation that utilizes the waste fines 
er of the heavy media separation plant and the dense mixtures that are not suit- 





able for metallurgical grade. 

The froth flotation mill is the pioneer fluorspar float mill in Canada and pre- 
dates all but 2 in the United States with the result that many of the present 
fluorspar flotation techniques had to be developed here. 

To date, this mill has produced about 140,000 tons of acid grade fluorspar 
and is today in better condition than when it was new. It can be reactivated 
within 1 week. 

The company owns their own deep-water wharf which is of modern, creosoted, 
pile construction and from which has been shipped cargoes as large as 4,800 
tons. A piece of adjoining property has just been obtained and sufficient creo- 
soted piles (50 feet long) are on hand to double the size of the wharf. 

All shipments are made over this wharf on which is located open storage 
facilities for 8,000 tons of metallurgical grade and covered storage for 2,000 tons 
of acid spar. Another, overhead, covered storage bin for 4,000 tons of acid is 
located at the mill (2,600 feet away). 

Stevedoring is rapid and done with a three-quarter yard cat-mounted crane 
that picks up from the bulldozer-fed piles on the wharf and swings the material 
aboard and dumps at the hatch level. Stevedoring rates average 1,000 tons a 
day and can, as and when shipping so requires, be increased, by adding another 
erane, to 2,000 tons a day. 

Power is partially supplied on excess or dump basis by a local utility that 
can only supply one-third of the total needs. The result is that the operator 
must generate the balance with diesel generators. The diesel generator plant is 
equipped with 3 large supercharged, modern diesel generators with the usual 
switch gear; and 2 additional self-contained emergency units are located at key 
mine positions to take over in case of line failure. Total power generating 
capacity is 1,000 kilowatts in new modern engines with 800 kilowatts in reserve 
with older, but still operable units. 

Power consumption is high because of excessive water in the mines as is to 
be expected with a mean annual rainfall of 60 inches and the nature of the rock 
formations in the area. Power costs reflect the high price of diesel fuel which 
is 22 cents a gallon delivered. 





























Vv. LABOR 









The relations between employee and employer are excellent, and it has been 
8 years since there has been a work stoppage of any kind. These excellent 
relations stem from a realistic handling of labor problems; and a study of the 
benefits will explain why, with what appears to be a lower wage, the real wages 
of our employees are actually higher than in many mining camps that pay higher 
rates per hour. 

It has been our belief that a man living a normal life at home is a more satis- 
factory, steady worker than one living away from home, in a bunkhouse, worry- 


27255—58—pt. 2——27 
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ing about what’s going on at home. Hence, we have encouraged every employee 
to build his own home on his own land, and to encourage this have advanced 
to our employees many thousands of dollars in materials at low prices, interest 
free, to be paid back out of earnings. 

As a result, all our employees live in their own homes, completely paid for and 
mortgage free, on their own land that they hold in fee simple with a municipal 
tax of $7.50 per family per year—the company’s contribution to the municipality, 
in part, making this low tax rate possible. 

His medical needs are ministered to by a competent doctor and staff in a 
new, modern, concrete hospital; and here again, in part, our company contribu- 
tions aided the employee and his family to have competent medical care under 
the Newfoundland hospitalization plan. 

Under this plan, he and his family (regardless of size) receive hospitaliza- 
tion, doctor’s services, in-patient drugs, X-rays, board and ward, and nursing 
care for $15 per family per year. 

The mine operators in St. Lawrence contribute approximately twice as much 
to the operation of this hospital under the Newfoundland scheme as do the 
local residents. This contribution was an integral part of the original agree- 
ment that made it possible for the Newfoundland Government to accept this 
memorial hospital as a gift from the United States Government. 

The companies also contribute directly to the two school boards, thereby 
increasing the levels and standards of education facilities in the area. 

To these benefits must be added complete nonmedical, noncontributory life 
insurance with a minimum policy value of $2,000 and a maximum of $7,500, 
with the average $4,000 that applies to all employees. All employees, on 
monthly wages, are further protected by a standard approved contributory 
retirement plan of which the company pays slightly over half the cost. Other 
benefits extended to all employees are annual paid vacations of 2 weeks, sick 
leave with pay, statutory holidays with pay, and compassionate leave with pay. 

Our hourly wage rates vary from $1.20 an hour for ordinary surface labor, 
of which there is little, to $1.75 an hour for skilled men, with the usual classes 
filling in between. 

The standard workweek is 44 hours and the usual overtime and Sunday 
premiums apply. 

Labor turnover was practically nil; and, with but few exceptions, all of our 
employees, who started with us in 1933 and are still available, are still 
employed. 

VI. SUGGESTED SOLUTION 


In order to maintain the present wage scales and standards of living in 
St. Lawrence and to reactivate the mine and mill, a duty of $10 per net ton on 
metallurgical and acid grade fluorspar coming into Canada from foreign sources 
is needed. A smaller duty would not allow the Canadian producer to compete 
with foreign production at a fair profit and would not allow local operations to 
be commenced again. The suggested tariff is only slightly above the tariff 
applied by the American Government to protect their domestic producers of 
metallurgical fluorspar, which group are attempting to have the tariff increased 
to $15 per short-ton. The American duty is $8.40 per gross ton on metallurgical 
grade (this duty is actually applied to all fluorspar under 97 percent CaF). 


VII. THE EFFECT OF THE SUGGESTED TARIFF ON OPERATIONS 


The Canadian market must be divided into two main parts: the aluminum 
industry and the metallurgical market. Other Canadian consumption of acid 
and ceramic grades is presently small, but growing. The aluminum industry in 
Canada is completely integrated with respect to fluorspar, with a wholly owned 
subsidiary selling practically its complete output to its parent company and 
having an output that can supply the requirements of the parent company. 
St. Lawrence Corp. and Newfoundland Fluorspar, Ltd., are the only significant 
producers ; production in the Madoc Ontario area and deposits in other parts of 
Canada are neither large enough nor of a high enough grade to affect the 
market. 

In the period prior to the war, and during the war, the Canadian metallur- 
gical market was supplied by St. Lawrence Corp. The major users are DOSCO 
in Sydney, STELCO in Halifax, and Algoma in Sault Ste. Marie. Other im- 
portant Canadian users are DOFASCO, Atlas Co., and North American Cyani- 
mide Co. There is no doubt that St. Lawrence Corp. can supply all these com- 
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nies with the quantities and grades they desire, and thus can supply the 
major part of the Canadian market but not in competition with foreign pro- 
ducers. The size of the Canadian market (outside the aluminum industry) 
can be measured by the volume of imports in the past 3 years because there is 
little production in Canada outside St. Lawrence. Imports were as follows: 
1953—20,160 tons ; 1954—16,240 tons ; 1955—-21,774 tons; 1956—28,150 tons. 

In 1957 imports were down sharply, largely because of the curtailment of 
activity in the steel industry and the desire of the steel industry to reduce 
inventories. But the trend of imports has been upward, and the normal im- 

rts would seem to be about 25,000 tons and growing. 

The bulk of Canadian consumption other than for the aluminum industry is 
metallurgical grade of 85 percent Cak,. The Canadian market thus requires 
the mining of 42,500 tons of run-of-mine assuming 100 percent recovery as 
metallurgical grade. However, with fluorspar, as has been shown above, there 
is always a significant loss in the fines, and an additional amount of ore must be 
mined and milled to compensate for this loss. The Canadian metallurgical 
market will, therefore, require the mining of nearly 50,000 tons of run-of-mine, 
or approximately one-half of the tonnage mined by the St. Lawrence Corp. in its 
peak year, 1956. 

It has been stated in the letter to Mr. Glass (dated July 22, 1957) that the 
large American contract strained the production capacity at St. Lawrence in 
it present stage of development; and, therefore, from the standpoint of costs, 
it is not as serious as it might appear to have the property operating at about 
half its peak production. However, the production of metallurgical grade in 
large quantities has an important consequence for the acid grade operations in 
St. Lawrence. 

The production of 25,000 tons of metallurgical grade can be expected to leave 
5,000 tons of fines, assaying much higher than run-of-mine ore. It is important to 
remember that this 5,000 tons is a waste product of the production of metallur- 
gical grade; and, although containing a high proportion of CaF:, cannot be sold 
in the metallurgical market. It has, however, been mined, crushed, and treated, 
and is suitable for sweetening run-of-mine to reduce the laid down cost of acid 
grade fluorspar. The 20,000 tons will require an additional 30,000 tons of run-of- 
mine. The market for metallurgical fiuorspar in Canada will therefore allow 
nearly 80,000 tons of run-of-mine ore to be mined and processed, part of which 
production as acid grade will be able to move into the United States market. 

Of course, it may not be possible for the company to obtain the total Canadian 
market, although this was done prior to the entrance of foreign fluorspar in 
Canada. But even a market of 15,000 tons or 60 percent of the Canadian mar- 
ket would allow an operation of approximtely 50,000 tons of run-of-mine a year, 
a quantity sufficient for efficient operation of the property at St. Lawrence. 

It should be noted that the fines resulting from the production of metallurgical 
grade will be insufficient to allow an econmical operation of the flotation plant, 
particularly if only a part of the Canadian metallurgical market can be captured. 
The high-grade fines, however, can, by sweetening the run-of-mine substantially 
reduce the cost of producing a much larger quantity of acid grade and allow the 
economical operation of the flotation plant. 

It should be noted, too, that at the time the propery was closed down, the 
flotation plant was not operating. The production of fines was not a factor be- 
cause the output of the heavy media separation plant was sent as mill feed to 
an associated flotation plant and because metallurgical grade, as such, with 
its restrictions on the proportion of finely ground and powdered product was 
not produced. The production for the Canadian market (predominantly metal- 
lurgical) will thus allow, indeed, make imperative, the reopening of the flotation 
plant with its attendant stimulation of local employment and activity. The net 
result of operating at (say) half the output of run-of-mine in the peak year will be 
above half the employment and local activity at that time. 

A further consideration is that only high-grade ore can be used for supplying 
the metallurgical market. The combination of metallurgical grade and acid 
grade production will allow a more efficient utilization of the ore bodies and 
allow for a greater recovery of CaF, from the run-of-mine ore. This, of course, 
extends the life of the property compared to the production of only metallurgical 
grade, with resulting greater permanence of operations and an increased propor- 
tion of the ore body that can be utilized. From the point of view of conserv- 
ing the material and extending the life of the mines, the combined acid- 
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metallurgical operation is much to be desired over a solely metallurgical operation, 

The product of the flotation plant would be a wet product called filter cake, 
which must be dried before sale. Acid grade fluorspar is a fine powder, and 
when dried must be handled carefully. Shipping the dried product requires 
either bagging or bulk handling. The cost of bagging a product such ag 
fluorspar, and the cost of fuel in Newfoundland will not allow drying to be 
carried on in St. Lawrence. In the nature of things and because the custom 
of large users is to buy in boxcars or trucks, it is necessary to have drying 
plants near the markets. Because the acid market is in the United States, 
there are also advantages to clearing through customs in large quantities such 
as boatloads. 

There are, therefore, obvious reasons for locating drying plants near the 
markets, with attached warehousing facilities to allow servicing of customers, 
With drawback privileges and bonding arrangements, the drying plant location 
in the United States need not affect the price of acid grade to Canadian cop- 
sumers. Further, drying facilities are very common and very similar. Drying 
plants that are concerned with other products can be used to dry fluorspar, 
and there are a number of custom drying plants to handle filter cake. Addi- 
tionally, large users have either constructed, or are planning to construct, their 
own drying plants. 

It is apparent then that filter cake can be shipped into many market areas, 
whether or not the firm producing the filter cake has drying facilities in the 
area. As a result, filter cake from St. Lawrence can move into most markets 
depending only on costs. From St. Lawrence, all-water haul is feasible to ports 
on the Atlantic seaboard and in the St. Lawrence-Great Lakes area. 

Prior to the growth of foreign production (stimulated by war demands and 
the policies of the American Government), St. Lawrence Corp. was able to 
supply practically the whole metallurgical market in Canada. (In 1950, only 
1,572 tons of fluorspar were imported.) There is little doubt that the bulk of 
the Canadian market can be obtained with a tariff of $10 per ton. The area 
in which foreign producers can be expected to have the best chance of competing 
is Sydney; and because of the short all-water haul from St. Lawrence to 
Sydney, fluorspar from St. Lawrence should be able to move to that market. 
For the rest of the Canadian market, foreign shipments must travel the same 
distance after reaching Canadian waters as shipments from St. Lawrence, and 
there is little advantage so far as transportation is concerned. 

Indeed, because of the organization of shipping and the short haul, St. Law- 
rence Corp. is able to ship by boat directly to Toronto, Hamilton, and Sault Ste. 
Marie, whereas most competitors have had to tranship their fluorspar for 
movement through the canals. However, in spite of the need for transshipment 
they have been able to undersell us by more than $5 per ton below our costs 
of production and water shipment. Our competitive position will worsen with 
lower costs of water transportation to inland consuming points with the improve- 
ment of the St. Lawrence deep waterway. 


VIII. IMPORTANCE OF THE INDUSTRY 


In applying for tariff protection, the St. Lawrence Corp. realizes that the 
industry to be protected must be of substantial importance in a relative sense 
before favorable consideration can be expected. The fluorspar industry is of 
crucial importance to the town of St. Lawrence and to the economy of the Burin 
Peninsula of Newfoundland, as well as significant to the economy of Newfound- 
land; and, for reasons to be discussed below, is important to the national 
economy. 


Importance to the local economy 


The south coast of Newfoundland and, in particular, the Burin Peninsula has 
no substantial stands of forests and no extensive areas of agricultural land. It 
is true that there are forests of local importance able to supply many local needs 
for fuel, lumber, and pit props; but no extensive stands able to supply any major 
wood-using industry are to be found. The same situation is true with respect 
to agriculture. There are small local areas of tillable land and in many cases 
sufficient deep mantle to allow supplementary agriculture and gardening, but no 
extensive areas, which would allow the development of agriculture as a source of 
livelihood, exist. 

The settlement of the Burin Peninsula was associated with the fisheries and, 
in the 19th century, with the bait fisheries to an important extent. Indeed, in the 
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1890's, the Burin Peninsula was the seat of the major opposition to the bait acts 
which prevented the sale of bait to the French metropolitan fishing fleet and to 
the residents of St. Pierre and Miquelon. 

The successful application of the bait acts in the 1890’s, supported, it should be 
noted, by policemen from St. John’s, pushed the Burin Peninsula fisheries into a 
state of depression which continued with little improvement until the widespread 
depression in the 1930’s. Of tremendous local importance was the tidal wave of 
1929 which destroyed fishing gear and shore installations, and was followed by 
the disappearance of squid and caplin from the waters bordering the Burin 
Peninsula. 

Following the turn of the century, too, the Bank fishery declined ; and the local 
population were thrown more and more onto a precarious dependence on the 
inshore fishery and the truck or barter system. 

The discussion of the economy of the Burin Peninsula in the report of the south 
coast commission in 1957 emphasizes the importance of the fisheries and the min- 
jing industry to the Burin Peninsula. The fluorspar mines in St. Lawrence are 
the only known alternatives to the fisheries. Their existence and growth over 
the last 25 years are particularly important in view of the difficulties*of expanding 
the fisheries to absorb the increasing population. 

In the postwar period, the frozen fillet industry developed at three points on 
the Burin Peninsula, Burin, Fortune, and Grand Bank. It was not apparent at 
first that the expansion of the frozen fillet industry was to some extent a substitu- 
tion of the fish in a new form for other fish products that had been going into the 
United States. Nor was it sufficiently appreciated that the quantity of fish 
demanded in the existing market areas was not particularly responsive to either 
price changes (by cost reduction through mechanizing and technical improvement) 
or to increased income in the market areas. Thus, there was developed substan- 
tial excess capacity in the fisheries followed by the bankruptcy of a number of 
firms in the industry. On the Burin Peninsula, the plant at Fortune and the 
plant at Grand Bank were forced to close, and only recently has the Grand Bank 
plant come back into partial operation with Government assistance designed to 
eliminate distress and unemployment in the towns of Grand Bank and Fortune 
as well as the surrounding areas. 

The population of the Burin Peninsula increased steadily from 1945 until 1956, 
and the increased labor force was absorbed into the fish plants and the mines. 
The fluorspar mines at St. Lawrence gave rise to a substantial town whose popu- 
lation increased by 29.6 percent between 1945 and 1956. The town has improved 
facilities and utilities, and the services established all depended upon the con- 
tinhed operation of the fluorspar mines. Of importance, too, is the extent to 
which the labor force for the mines was drawn from the surrounding settlements 
because of the lack of comparable opportunity in the fisheries. 

It has already been pointed out that the other company operating in the 
‘area, Newfoundland Fluorspar, Ltd., is a wholly owned subsidiary of its cus- 
tomer, the Aluminum Company of Canada. It thus has a captive market for 
its output, and has been able to continue in operation in the face of increased 
foreign competition. It is also important to emphasize that, to all intents 
and purposes, the Newfoundland Fluorspar Co. does not supply any part of the 

Janadian market for fluorspar with the exception of its parent company. The 
parent absorbs the total output of the mine. On the other hand, it is also im- 
portant to realize that there is no guaranty of the continued operations of 
Newfoundland Florspar, Ltd., in the face of foreign competition. The existence 
of the captive market gives no assurance that the parent company will continue, 
over long periods, to purchase flnorspar from its subsidiary at a price above 
that at which foreign fluorspar is offered in the Canadian market. 

It has been pointed out that the town of St. Lawrence depends entirely on 
the fluorspar mines as a source of livelihood. In addition, there is a substantial 
amount of dependence on the mines for employment by people in the small 
communities surrounding St. Lawrence, for example, Lawn and Little St. 
Lawrence, and in which is provided auxiliary service and local supplies (par- 
ticularly lumber). The town of St. Lawrence is the site of a hospital and 
a regional high school serving the surrounding areas. The town has a water 
and sewerage system. St. Lawrence is an important market for the local elec- 
trie utility company which has recently been ordered by the Public Utilities 
Commission of Newfoundland to expand its service and increase the area with 
services. 

It seems clear that the dispersion of the people of St. Lawrence to other 
areas in which they might find employment will not only give rise to an excess 
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burden in connection with the town debt for waterworks and other services 
but will affect the ability of the surrounding settlements to make a living and 
to have the levels and standards of service (particularly electricity and roads) 
improved and maintained. Additionally, a number of settlements which depend 
on the sale of lumber and timber, to both the mines and the residents of §t, 
Lawrence would be seriously affected by the breakup of the community of §t, 
Lawrence. 

With the exception of the vice president, the total labor, supervisory, and 
technical force of the corporation in St. Lawrence when the mine closed was 
drawn from Newfoundland, primarily from St. Lawrence and the surrounding 
points on the Burin Peninsula. The fluorspar mines, therefore, give an oppor. 
tunity for employment and training at a reasonable standard of wages in the 
neighborhood of the homes of the people. It is clear that the people, under 
these circumstances, will continue to live and work in an area in the presence 
of substantial wage differentials between the local industry and the other indus. 
tries in Newfoundland and in Canada. By the same token, the dispersion of 
the labor farce for any length of time into alternative occupations in other 
parts of Newfoundland and Canada will require that the reopening of the mine 
offer them substanital differentials to attract them back to St. Lawrence. This 
need for relatively higher wages will be accentuated by the experience of the 
breakup of the community and the closing of the mine, since the closedown of 
the plant will instill a feeling of insecurity about the future of the operations 
in the event of their reopening. It is true that a labor force to reopen the 
mines might be attracted locally, but the cost of converting fishermen and others 
to miners and the cost of training the semiskilled and the skilled personnel 
required in the operation would be, under these circumstances, a substantial 
handicap to the operation of the property and would hold back the reopening 
of the mines and the reactivating of the industry. 


Importance to the Provincial economy 


So far, we have merely described the primacy of the industry to the town of 
St. Lawrence and overriding importance of the fluorspar industry to the sur- 
rounding areas. But it should also be realized that the mines are important to 
the Provincial economy. We referred above to the particular difficulties facing 
any program for expansion in the fisheries as a result of the nature of the market 
demands. The above discussion was related primarily to the markets for cod 
and haddock, the major species produced in Newfoundland and available in the 
neighboring waters. The Provincial economy also depends to a large extent on 
forest industries, primarily the pulp and paper industry. The report of *the 
Royal Commission on Forestry in 1955 showed that there was only limited ex- 
pansion possibilities at existing levels of forest management in Newfoundland. 
The recession in the United States has reduced the level of activity in this 
industry at the present time. There is, thus, little hope of major expansion of 
the newsprint industry in Newfoundland unless it should be possible to base 
operations on the vast timber resources of the Labrador. Even in the event of 
an expansion in the forest industry, the concentration on this single industry 
will impart a pronounced seasonal pattern and result in an economy peculiarly 
subject to cyclical change and market conditions in the United States. Even the 
mining industry, which is developing quite rapidly in Newfoundland, is related 
primarily to base metal markets and the steel industry, both of which are facing 
temporary difficulties. 

Against this background of dependence on an industry not possible to expand 
and two industries facing very volatile markets and temporary difficulties, it is 
important to place the problem of a rapidly increasing population of which 
slightly over 40 percent is under 15 years of age. In the submission of the 
Newfoundland Board of Trade to the Royal Commission on Canada’s Heonomic 
Prospects, population pyramids for Newfoundland were presented. These 
showed clearly the rapid expansion of the under-15 age group as a proportion 
of the total population and highlight the problem in the next two decades of 
absorbing the labor force which will expand by approximately 50,000 people. 

Since 1945, and to certain extent during the war, it was possible to absorb the 
Newfoundland labor force at reasonable wage levels. But it is important to 
emphasize that in this period there was a substantial amount of seasonal employ- 
ment resulting from very high construction activities (the index of construction 
based on 1949 exceeded 700 at its peak) and activities on the American bases and 
Federal and Provincial Government projects. It is doubtful if this activity, 
which expanded so rapidly during the past 15 years and thus absorbed the in- 
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creasing labor force, can continue at even the same rate, let alone a rate which 
would allow the absorption of the increasing labor force. Additionally, it should 
be noted that these seasonal industries normally result in the working force 
taking up temporary quarters in their place of work during the busy season, as is 
true of the woods operations, the major source of employment in the pulp and 
paper industry. 

In the pulp and paper industry, the mining industry, and the construction 
industry, substantial capital investment is necessary in order that employment 
be provided. This tends to reduce the absorptive capacity of these industries 
in a rapidly growing area. 

Of increasing importance in Newfoundland since 1949 is manufacturing, but 
the market here is local and depends upon the activities of the resources-using 
industries. Little of the products of the manufacturing industry in Newfound- 
land find a market outside the Province excepting the products of the industries 
discussed above. 

The alternative to absorbing this rapidly increasing labor force within the 
Province is the loss of people through emigration and outmigration. Migration 
can also follow the decline of any of the industries in Newfoundland. Here we 
wish to reiterate that, in the short run, the Province of Newfoundland cannot 
afford to raise children, provide them with medical and other services, educate 
them, and then have them move to another area. One estimate recently made 
of the cost of rearing and training a child to the age of 16 amounted to approxi- 
mately $10,000. This investment in the future product of a child by the inhabi- 
tants of the Province is sufficiently large to make it impossible for Newfoundland 
to face a loss of population without declining standards of living. For these 
reasons we feel that it is essential that any operation, such as the production of 
fluorspar, which provides local regular employment, diversifies the economy, and 
operates to reduce the seasonal nature of employment is of crucial importance. 
Further, the extent to which local purchases of forest products and local manu- 
factures is essential to the operation of the other branches of the Newfound- 
land economy should not be discounted. Substantial quantities of lumber, poles, 
pip props, nails, hardboard, cement, paint, margarine, and other materials pro- 
duced in Newfoundland are used by the people of St. Lawrence who obtain 
their livelihood from the fluorspar mines, and these purchases are important to 
the overall operations of local manufacturing industries. 


Importance to national economy 


iveryone knows that there have been substantial social costs associated with 
the development of the steel industry in Canada. We are also aware of the de- 
fense arguments in connection with the establishment of the aluminum industry. 
The frenzied activities of these two industries during the shortage of fluorspar 
which developed during the Second World War indicate the need to have a 
local and assured supply. 

Of special significance is the relationship of fluorspar to defense. Fluorspar 
is considered a strategic material by the American Government which, as has 
been pointed out above, has taken active steps to increase the supply of fluor- 
spar during the Second World War and during the Korean conflict. Fluorspar 
also has a special role to play in connection with the utilization of uranium. All 
the arguments in favor of developing an industry for defense purposes that 
have been advocated since Adam Smith in 1776 apply to fluorspar. 

We would like to emphasize the importance of fluorspar to the established in- 
dustry (iron and steel) and to the aluminum industry, which is becoming more 
and more an essential part of Canada’s economy, and of more recent date to a 
growing chemical industry, and that it be considered important enough to 
merit tariff protection. 


Summary 

We have attempted to show that the continued operation of the fluorspar 
mines is of criticat importance to the town of St. Lawrence and the surrounding 
communities is of significant importance to the economy of the Province, both 
in the long run and in the short run, and has a place in connection with de- 
fense, and with Canada’s industrial development, which is crucial and which 
has been demonstrated by the activities of the American Government during 
the Second World War, the Korean war, and the cold war since the end of the 
Korean conflict. The importance of the industry to the aluminum industry 
has also been demonstrated by the investment of capital in development of 
property by the Aluminum Company of Canada. We would emphasize that all 
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the arguments in connection with the importance of the fluorspar industry apply 
with equal force to the operations of Newfoundland Fluorspar, Ltd., and that 
to the extent that the Aluminum Company of Canada intends to continue te 
operate the property (irrespective of the costs of foreign supplier of fluorspar) 
there will be no burden on the people of Canada as consumers of aluminum. 
We have also shown that fluorspar is responsible for such a small part of the 
material costs of the iron and steel industry (4%4 pounds of metallurgical- 
grade fluorspar used per gross ton of open-hearth steel produced in the United 
States in 1957) that the tariff requested will have no appreciable effect on the 
price of steel or the level of output of the steel industry. The burden of the 
Canadian steel consumer will thus be negligible and insignificant when com- 
pared to the gains accruing to the people of St. Lawrence and the surrounding 
communities, the people of Newfoundland, and the security of Canada. 

Respectfully submitted. 

St. LAWRENCE CORPORATION OF 
NEWFOUNDLAND, 
DonaLpD A, POYNTER, 
Vice President and Manager in Charge of Operations. 

Senator Matonr. We will stand in recess until 2 o’clock. 

(Whereupon, at 12:37 p. m. the hearing was recessed, to reconvene 
at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Senator Matonr. The committee will be in order. 

Mr. Seibert, I think you were explaining something about the time 
we adjourned. If you will continue, before Iask you another ques- 
tion, you may continue if you have anything you would like to say 
for the record. 

Mr. Serpert. Yes. 

Well, the Canadian situation—we have in my own company’s prop- 
erties in Newfoundland an indicated proven tonnage of fluorspar that 
may go somewhere between 5 and 10 million tons. Canada’s present 
consumption of fluorspar, outside of the aluminum company, which 
has its own large reserves also at St. Lawrence, totals around thirty 
to thirty-five thousand tons a year. 

Senator Matonr. Consumption, did you say ? 

Mr. Sereerr. Yes. 

Senator Matone. What is the consumption in ee country ? 

Mr. Semert. The total consumption last year, I believe, was 650,000, 
or thereabouts. 

Senator Martone. I think that is approximately correct. You can 
correct it later. 

Mr. Serpert. 639,477 tons. 

So that at the present rate of consumption, it is quite evident that 
Canada has enough fluorspar to last it 50 or a hundred years. 

I consider the comparison in Canada entirely different with our 
reserve question here. 

Senator Matonr. What you are really trying to do is to preserve the 
known deposits of the U nited States for future use when there might 
be an emergency some pl: ice, is that it ? ’ 

Mr. Sersert. Well, sir, I think the American producer should be 
encouraged to continue his operation but not at such a rapid rate that 
we would have a quick and early 

Senator Martone. Well, who should determine that rate of produc- 
tion ? 
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Mr. Serperr. Well, contrary to general belief, the American produc- 
tion of acid-grade fluorspar 1s considerably higher today than it was 
in—the American production, that is 

Senator Matonr. That wasn’t the question exactly. Would you 
mind just answering my question as to who you think should determine 
the rate of production in the United States ? 

Mr. Seiert. I can’t think of anybody that ought to determine that 
rate of production. 

Senator Matonr. It ought to be done by the Government ? 

Mr. Seiert. No. I don’t think in free enterprise we should try 
to dictate to any group of mines how much they should produce. 

Senator Matone. Then how would you do it ? 

Mr. Sereert. Well, I certainly do believe that if you put a tariff law 
around the product fluorspar and bar out fluorspar from abroad, that 
you are going to encourage a very rapid depletion .n a growing market. 

Senator Matone. Did you ever hear anybody mentioning a tariff 
wall ¢ 

Mr. Sersert. No. But there have been several bills introduced in 
Congress 

Senator Matonr. Can you mention one? 

Mr. Sermert. That asks for quotas. And also increases in duties to 
$15 a ton. 

I have copies of 1 or 2 bills here. The Ikard bill, I think, is one. 
That is S. 3892. I beg your pardon. That is the Seaton bill. 

Senator Matonr. You wouldn’t like the Seaton bill, would you? 

Mr. Serperr. Well, I object to using taxpayers’ money as a prop or 
a handout for something the Government is not going to get. 

Senator Matonr. I am against that. But I would like to introduce 
this right at this point. Did you ever get any money from a Govern- 
ment department in this country to start you in business in Canada ? 

Mr. Serpert. No. Justa minute. Let mesay this. 

[I started in Canada in 1933. 

Senator Martone. Yes. 

Mr. Sernert. With my own funds. 

Senator Martone. What happened about June 1952? What hap- 
pened to your company ? 

Mr. Serpert. Well, could I just give you a little lead up to that? 

Senator Martone. That is all right with me, just so you finally 
answer it. 

Mr. Serpert. In the Second World War, the Government asked me 
to enlarge my production of fluorspar. 

Senator Martone. In Canada? 

Mr. Serpert. In Newfoundland. And we did receive a V loan. 

Senator Matonr. How much ? 

Mr. Seteerr. A guaranteed loan of $475,000. 

Senator Matonr. When did you get another one? 

Mr. Serpert. During Korea the Government first asked me whether 
I would be interested in a proposal to furnish 25,000 tons of acid- 
grade fluorspar per annum for a period of 3 years—a total of 75,000. 

Senator Matonr. What else? 

Mr. Serpert. Subsequent to that, on October 29, 1951, I received a 
telegram when I was in Newfoundland from DNPA. I will read it. 

Senator Marone. I would like to have it. I would like to see where 
all this came from. 
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Mr. Serpert (reading) : 

Would you be interested in revising your proposal to produce 25,000 tons of 
acid-grade fluorspar, total 75,000 to 50,000 tons annually, total 150,000 tons?— 
to which I replied that I would provided that we got some Govern- 
ment assistance. 

Senator Matonr. How much was that ? 

Mr. Serpert. We then got a loan from the Government of $1,250,000, 

Senator Martone. That was in addition to all these other advances? 

Mr. Serert. Well, the V loan was back in World War II days. 
That was a finished transaction before Korea. 

Senator Martone. That is right. You paid all that back? 

Mr. Sermert. Right. That was paid back. 

Senator Matone. In total ¢ 

Mr. Serpert. In total; yes. 

Senator Martone. With interest / 

Mr. Serert. With interest. 

Senator Martone. How much interest ? 

Mr. Serpert. Four and a half years, as I recall. 

Senator Matonr. Now who did you get that loan from ? 

Mr. Semert. I believe that was one of the war production agencies. 

Senator Matong. World War IT? 

Mr. Sermert. That is right. 

Senator Martone. I was consultant to the Senate Military Affairs 
Committee then. It is now the Armed Services. I sat with the War 
Production Board quite often. I was familiar with many of these 
transactions. 

Go ahead. 

What did that all amount to that you borrowed during World War 
II and paid back ? 

Mr. Semert. The guaranteed loan was $475,0000. And we were 
pretty close to the top. 

Senator Matonr. Top of what? 

Mr. Serert. $475,000. 

Senator Matone. Then you paid it all back at 4 percent interest? 

Mr. Serpert. That isright. 414, I think it was. 

Senator Matone. Now, what Government department did you get 
it from ? 

Mr. Semert. I don’t recall exactly. 

Senator Matonr. Do yousupply it for the record ? 

Mr. Serpert. I think it was through the War Production Agency 
at the time. I think the contract was measured with the War Pro- 
duction Board. 

Senator Matone. It wouldn’t have been a General Services organi- 
zation? That wasn’t organized until later. 

Mr. Sersert. No. They came into the picture later. There were a 
number of changes in the organization. 

Senator Matonr. Is that all the money you received from our Gov- 
ernment to build up your business prior to the loan of GSA of a mil- 
lion and a quarter ? 

Mr. Serert. Yes. 

Senator Martone. What is the status of this million and a quarter 
loan now ? 
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Mr. Seiert. The million and a quarter loan has been completely 

aid off. 

, Senator Martone. What interest ? 

Mr. Serpert. My recollection is that that was about 4 percent. 

Senator Martone. How did you pay it? In delivering fluorspar? 

Mr. Sexpert. The 150,000-ton contract was divded into a million 
and a quarter, which required an amortization payment of $9.20 per 
ton of fluorspar delivered. So that as we delivered acid-grade fluor- 
spar to the stockpile and invoiced the Government, our fluorspar price 
was $65 a ton at the time. 

Senator Manone. $65? 

Mr. Serert. That is right. 

Senator Martone. What year? 

Mr. Sexpert. Which was the market price at the time. 

Senator Matonr. What was that year ? 

Mr. Serpert. 1951, I believe. 

Well, the negotiations started in October 1951 and I think we ac- 
tually signed the constract the following year. 

Senator Matone. 1952? 

Mr. Serpert. That is right, sir. 

Senator Martone. And you got a million and a quarter dollars in 
advance ¢ 

Mr. Serpeert. That is right. 

Senator Martone. And out of the $65 a ton, $9 -—— 

Mr. Sereert. $9.20. 

Senator Martone. $9.20 was deducted from the $65 to pay on the 
debt ? 

Mr. Semert. That is right. So as we invoiced our deliveries, the 
Government deducted $9.20 from our invoice value, so that we got 
$9.20, less $65. 

Senator Matone. You got the 65 less the $9.20? 

Mr. Serpert. That is right. 

Now, the contract had three different alternatives—three different 
termination contingencies. One, a date—I think it was 3 years; an- 
other, if the cash return exceeded the million and a quarter; and, third, 
if the 150,000 tons was delivered. 

The 3-year date period expired before we delivered 150,000 tons, 
We actually delivered somewhere around 130,000 to 135,000 tons. 

Senator Martone. Well, at $9.20, the amount you delivered, did that 
just about offset the debt? 

Mr. Serperr. No, it did not. I owed the Government pretty close 
to 200,000. I had to go out to a bank and raise a first mortgage in order 
to pay the balance of a million and a quarter. 

Senator Martone. At 150,000 tons at $9 it would be somewhere 
around a million four hundred and fifty thousand, wouldn’t it? 

Mr. Serert. Well—it would be a million three hundred thousand. 

Senator Matone. Well, let mesee. It is easy enough. 

Mr. Serpertr. Well, I had interest there involved too. That was 
the liquidation of the interest and the principal. 

Senator Matonr. Yes. You never got any more than $65 a ton ? 

Mr. Serpert. Yes, sir. We had an escalator provision in there that 
tied up our fluorspar price with wholesale price index and wage pay- 
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ments, I believe, in the mineral industry. And I think our payments 
toward the latter part of our contract period ran close to $7 a ton. 

Senator Matoner. Close to $7 a ton ? 

Mr. Serpert. Yes. 

Senator Martone. That was a pretty fair price, wasn’t it / 

Mr. Sersertr. Well, under the conditions, there was a question. 

We had to produce every ton of preconcentrate ore in Newfound- 
land. At that time we could have saved the Government a consider- 
able sum of money if we had brought in ore from foreign countries 
and filled the contract, but the deal originally provided for all New- 
foundland ore. And our cost of production in Newfoundland, the 
increase in wages, that kept rising during the period of the contract 
so that the escalator provision ran neck and neck with our increases in 
cost of production. 

Senator Matone. When did you start on this contract ? 

Mr. Serpert. 1953, I believe. 1952 or 1953. We had a 1-year period 
in which to build our mill. 

Senator Matonr. Would you furnish the record with the wages in 
1952 when you started and the wages upon which the escalator clause 
was based? And the wages when you finally finished the contract? 

Mr. Setpert. I have it in my contract. 

Senator Matong. You can furnish it, if you will. Just furnish it 
to the chairman. 

Mr. Serer. Will you make a note of that ? 

Senator Martone. Well, now, your objection to this bill stems, as I 
understand it, from the fact that you think we ought to preserve 
whatever fluorspar we have here and couldn’t be mined under world 
price for a real emergency sometimes ? 

Mr. Serpert. Well, I believe that the American fluorspar producers 
would continue in a reasonable degree. 

Senator Matone. You don’t think they can, under present condi- 
tions, do you ? 

Mr. Semenrt. I think they have got a very tough job. 

Senator Matonr. Then what would you propose that we do? 

Mr. Sereert. What was that, sir? 

Senator Martone. You think we haveatough job? SodoI. What 
would you propose in lieu of what has been proposed ? 

Mr. Serpert. Well, it is a question of how far we want to go to keep 
an uneconomic operation in existence. 

Senator Matonr. What do you mean by an “uneconomic condition”? 
Define that for me. 

Mr. Semerr. The ore is complex. You have got to mine over 3 
tons of this low-grade ore to make a ton of acid-grade fluorspar. 

Senator Martone. Yes. 

Mr. Serert. Many of your deposits are long distances away from 
points of consumption. 

Senator Matons. We have been all through that. We know that. 

Now then, what do you propose ? 

Mr. Semerr. I propose that we continue to stockpile a reasonable 
tonnage. Allow the domestic producers—— 

Senator Maronr. What is a reasonable tonnage? 

Mr. Sersert. What is that, sir ? 

Senator Matong. What is a reasonable tonnage? 
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Mr. Serpert. Well, under the Seaton bill they are talking about 
maintaining an industry to run in the neighborhood of 180,000 tons 
of ed cradle fluorspar per year. 

Senator Martone. Yes. You would object to that ? 

Mr. Serzert. What is that, sir ? 

Senator Manone. You would object to that ? ; 

Mr. Sersert. No, I wouldn’t object. Last year the American pro- 
ducers put out 189,000 tons of acid-grade fluorspar. I don’t want 
o— 

Senator Martone. You don’t want to cut them ? 

You just don’t want them to increase ? 

Mr. Sersert. What is that, sir? 

Senator Matone. You don’t want to cut them down and don’t want 


them to increase. 
Mr. Setpert. I think they are bound to increase with the enlarge- 


















iod ment of the market. There is a new hydrofluoric acid plant being put 
: up in Louisville, Ky. 

In There isa plant in the Paducah area. 

ST) The General Chemical plant, Union Carbide & Carbon are plan- 

ning additional facilities to use fluorspar. Their natural markets 
will continue to grow. But when they start to reach out into areas 
It where—where real cost is $14 a ton, I feel it is uneconomic. 





Senator Martone. You just don’t think they ought to try to furnish 
anything but local markets wherever they are. 

Mr. Sereert. Well, I would say within a reasonable area 

Senator Matonr. What isa reasonable area ? 

Mr. Serert. Of their mines. 

Certainly I would say $14 in freight rate is not a reasonably distance. 
Colorado to the Atlantic seaboard is twenty-some-odd dollars. 

Senator Matonr. What would bea reasonable area ? 

Mr. Sereert. That again is a matter of someone smarter than I. 

Senator Martone. Who would that be? You have been recom- 
mended to me asa pretty smart gentleman. 

Mr. Serpert. Well, lam sorry, lamnot. Iam no expert. 

Senator Martone. If you are not, you have given a lot of testimony 
here that we wouldn’t pay much attention to. 

Mr. Servert. [ understand. 

I would say if you take a radius of a consumption 100 miles of Rose 
Clair, Ky., it would be a natural market. 

Senator Martone. What would be that freight rate ? 

Mr. Serer. $5, $6, $7, $8 a ton. 

Senator Matone. You wouldn’t object to any fluorspar mined within 
a couple hundred miles of where they produce it. Paying a freight 
of up to $5 or $6 a ton ? 

Mr. Sererr. No. 

Senator Matonr. Would you confine the mine to that area? 

Mr. Sermerr. I don’t think it is up to any department in this Gov- 
ernment to tell an outfit where they can go. 

Senator Martone. You very easily tell them where to go when you 
have free trade between countries where the wage rates are not as 
high as they are in the country—in this Nation. You know that be- 
cause you wrote a fine brief on it here. And it will be in the record 
as a part of it. 
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We know you understand it. So you know you are going out of 
business unless you can come down on wage rates and cost of pro- 
duction, don’t you ? 

Mr. Serert. Yes, sir. 

Senator Matong. Well, that is enough. 

Now, what was the foreign price, world price, during the time that 
you were getting this $6714 to $70 a ton ? 

Mr. Serpert. At the time I negotiated the contract with the 
Government 

Senator Martone. 1952 

Mr. Sereert. I think the price was $65 a ton. 

Senator Matone. In 1952? 

Mr. Serpert. It was $65 and $70 a ton. I would have considered 
the United States Atlantic seaboard, world price for acid-grade 
fluorspar. 

Senator Matonr. What was it when you finished the contract? 
What was the world price ? 

Mr. Sererr. The world price was in the neighborhood of $55. 

Senator Martone. You were getting 70? 

Mr. Semert. That is right. 

I had a million and a quarter loan to pay off. I have an idle mill 
in Wilmington right now. 

Senator Martone. If you would like to inspect some idle mills or 
some idle country, I could take you to some. 

I notice our State Department and others say they want to develop 
underdeveloped areas. We have quite a few underdeveloped areas 
in the United States. But in addition to that we have quite a few 
developed areas that are now idle due to congressional action. 

You are aware of that, too, aren’t you ? 

Mr. Semert. I think so. 

Senator Martone. You think you are? 

Mr. Serert. I understand; yes. 

Senator Matone. Well, don’t you know it? 

Mr. Serert. Well, so they tell me. 

Senator Martone. Who are “they” ? 

Mr. Sersert. Newspapers. 

Senator Martone. Well, you just testified that you had been all over 
the country looking for ore. Didn’t you find out anything when you 
were out there ? 

Mr. Sewert. Well, sir, I still say that under present price—the pres- 
ent price range of fluorspar, the American mines cannot make any 
money. 

Senator Martone. They can’t even stay in business; can they? 

Mr. Sewert. Well, I don’t know their financial background. 

Senator Matonz. We had a man sitting right where you are yes- 
terday, and he said on the matter of zinc and lead that they were run- 
ning—they were running because it was cheaper to lose what they are 
losing than to shut down at this moment; and in the hope that Con- 
gress would get back on some kind of principle so American mines 
in zinc and lead could operate. 

You are aware that those kinds of things go on, aren’t you? 

Mr. Sersert. Well, don’t you think with the rosy picture in the fluor- 
spar business that prices are going to rise? 

Senator Martone. No; I do not. 
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Mr. Setzert. Well, I do, sir, and I have been in it 25 years. 

Senator Martone. Well, I will submit to your judgment. 

On the record of what has happened, the price of all minerals, the 
price of textiles, the price of everything, goes down until our pro- 
duction goes out. And then the foreign producer sees that we pay 
what the traffic will bear. We do not get—and your contracts here 
show that—they show that the consumers, whether it is Government 
or anyone else, they do not benefit from the low world prices. As soon 
as we go out of business, the price goes up. 

All the records show as far back as I have been able to study—and 
I have gone quite a way back—do you have any knowledge of the 
history of prices along that line? 

Mr. Semert. Well, I wouldn’t doubt one bit once our production 
ceases here, that the foreign producers 

Senator Martone. Get what the traffic will bear ? 

Mr. Serert. Right. 

Senator Martone. Ofcourse. So in the long run the consumer doesn’t 
profit ; does he? 

Mr. Sereert. I would say not. 

Senator Martone. Well, then, we come back to the only reason for 
opposing this bill and opposing what would be in your estimation a 
subsidy and in mine, not a subsidy, as long as the fixed price or tariff 
or duty, whatever you want to call it, did not exceed the difference 
in effective wages and the cost of doing business here and in a chief 
competing country; I think when you say that is a subsidy, you are 
for low wages in this country. 

That is what it means to me and to this committee when you say that. 

So you and others testify about marginal producers, and you call 
marginal producers when the low wages of foreign countries can 
undercut this production here. That is your whole testimony. 

Mr. Sersert. Well, Senator Malone, do you subscribe to the idea of 
keeping a low-grade mine into production in this country ? 

Senator Martone. I subscribe to this idea. And I want you to re- 
member it, if you will. Because any time you hear me say anything 
that is what it means. 

That on any commercial production in this country, we need to go 
back to the Constitution of the United States. And the Tariff Com- 
mission and Congress regulate it on the basis of fair and reasonable 
competition. Meaning that the tariff or duty, flexible as it is under 
the 1930 Tariff Act, to which we revert if we do not extend this 1934 
Trade Agreements Act, will always equal that difference. 

Now, if that difference in the wage standard, effective wages, and 
the cost of doing business here and in the chief competing country, 
does not keep them in business, then unless Congress wants to take it 
up especially and for some special reason, make it more attractive, that 
is what I am for. 

Not a later tariff, not a low tariff, but make that difference. And 
that is not a subsidy. That is simply recognizing that we live a little 
better than most other countries. That we have done that deliberate- 
ly, 150 years, until 1934 when they reversed the process. 

Since that time we have lived on a war economy or in an emergency. 

So, anybody that can operate under that kind of a duty or tariff, a 
principle of Congress, not something that some Bureau is going to be 
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authorized to carry for a year or 2 years or 3, but a permanent prin- 
ciple, like we had the first 150 years of our existence in this country, 
that is what I am for. 

And if they can’t operate under that, then it means if we need them— 
if it is necessary for them to operate ress thinks so, then they 
can do anything about it they want to do. 

Mr. Serpert. Well, sir, I would say that in a comparison between 
your domestic operations, your foreign operations, there are many 
factors that enter into an appraisal of the differenc e of cost. When 
you have high-grade veins ibrond, wide veins abroad, and you have 
got narrow ones ¢ sand complex ones in this country, it is going to be very 
difficult to make a proper comparison of costs and say that the dif- 
ference in cost is labor alone. 

Senator MaLonr. 7 I say that? 

Mr. Sereerr. No. I didn’t say that you said it. I said it would be 
very difficult to say that. 

Senator Matonr. Well then why don’t you take in the subject that 
I discussed, if you want to answer it? If you are not talking about 
what I just told you, you can say that and go ahead, and I w “ill give 
you plenty of time. 

Mr. Semert. Well, it is my contention that the American mines are 
uneconomic. 

Senator Matonr. They certainly are, under our principle now, I 
agree with you. 

Mr. Serpert. And you are going to increase the cost of fluorspar to 
the American public in order to try to keep these uneconomic mines 
in existence. 

Senator Martone. Did you testify that the difference in cost, the 
maximum cost, would be 10 cents a ton for steel? The difference in 
the cost of a tariff or fixed price between what the world price amounts 
to on an average and the added tariff that would make the difference 
and the labor cost and the cost of doing business in this country; didn’t 
you testify it would be 10 cents a ton ? 

Mr. Setpert. I testified that a difference of $16 to $18 a ton in the 
cost of fluorspar as between the metallurgical trade and the acid grade, 
would add approximately 3 cents to the cost per ton. 

Senator Martone. We added that all up once. 

Mr. Serpertr. The basic cost of fluorspar would be approximately 
eight-tenths cent a ton. 

Senator Martone. Allright. Now that is settled. 

As far as that is concerned that is your opinion, In my opinion 
it doesn’t amount to anything. And you can’t find it in the finished 
product. 

Tn other words, a—it would be just a small fraction of 1 percent: you 
could hardly put it on paper, could you ? 

Mr. Serpert. Yes, but Senator, did you also ever stop to consider 
what it would cost the American taxpayers if we run out of fluorspar in 
this country and are dependent upon fluorspar producers abroad ? 

Senator Martone. I come back that that is your reason. That you 
want to preserve the known deposits in this country. 

Mr. Serpert. Yes, sir. 

: eo Matone. And that is the only reason you really have, isn’t 
it § 
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Except that you want to sell it over here. 

Mr. Setsert. I also object to having any taxpaying money go to 
pay off a subsidy of $8 a ton for something the Government will not 
get. I would much rather see our Government use the taxpayer’s 
money and buy fluorspar for stockpile which I am sure will double 
in price in the not too distant future, and the Government stands to 
make a profit on the transaction rather than to give away the $8 on 
something that is forever. 

Senator Matonr. Meantime you are going to sell us the fluorspar 
from Canada? That is what you are really here for, isn’t it? Let’s 
be honest with each other. 

Mr. Serpert. I have been selling fluorspar for 25 years. 

Senator Marone. Of course you have. We have been financing it, 

Mr. Sermert. What was that, sir? 

Senator Maronz. And we have been lending you money? 

Mr. Srimerr. W ell, every dollar that the Government has 
financed 

Senator Marrone. You are a very fine businessman. I congratu- 
late you. 

Mr. Semerr. Has paid off. Furthermore I didn’t go to the Govern- 
ment. The Government came to me. 

Senator Maton. Yes. We have people like that in the Govern- 
ment. Iknowthat. AndIam objecting tothem. I don’t like it. 

There are people in my State that don’t like money going to Canada 
or Mexico or to England or to any other nation to finance their com- 
petition. They don’t like it in Illinois, either. So I think you are a 
fine businessman. But I want you to be as honest with me as I am 
trying to be with you. 

I want to know your real reason. I think I pinpointed it 3 or 4 
times. And that is that you want to sell us the fluorspar and you 
want us to save ourselves for a real emergency sometimes. 

Is that true or not? 

Mr. Serpert. My reasons are: One, I believe in reciprocal trade. 

Senator Maronn. We went through that, too. Do you want to go 
over that again ? 

Mr. Serperr. You are just trying to pinpoint me down to one reason. 

Senator Maronr. No; I am not. 

Mr. Serert. Oh, yes; you are. 

Senator Maronr. You say you are for reciprocal trade. Do you 
think we have any? Talready told you what is happening. 

Do you know how much it takes to get an automobile into England ? 
For example, it takes 55 percent of the American cost of the car. 
And everything else in proportion. And every nation in the world 
where you have a commercial product. 

T checked that. And if you don’t find it to be true, come back to me. 
I have been in this business here 12 years now. 

I recommend this Senate Document 83 to you—of the 84th Con- 
gress—to read in some of your spare time. You can buy it from the 
Government, I guess for about a dollar. And then that Senate 
Report 1627, of the 83d C ongress. Now all of this stuff that you are 
testifying to—I am sorry, I didn’t get you when we had Paley. Paley 
did this country more harm, in my opinion, than any other man that 
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I know of that knew nothing about what he was talking about. And 
he acknowledged that to me in his testimony. 

Mr. Serert. But on fluorspar Ralp Van Alstein never found a 
mine in his life probably. 

He knows fluorspar. 

Senator Matonr. He doesn’t know how you find mines, apparently. 

Mr. Serert. Finding a mine is something that comes by a certain 
degree of luck too. 

Senator Martone. I agree with you there. But you have more luck 
when you have thousands of people out looking for them because if 
they find it, it is profit. Don’t you think you would have a little 
more Irish luck with that situation ? 

Mr. Serert. Of course, you have had a period, considerable active- 
ment, and publicity on the importance of fluorspar. You have had 
prospectors and sourdoughs going over almost every square mile of 
Kentucky and Illinois trying to find fluorspar and in Western States. 

Senator Matonr. Yes. We have had testimony from mighty fine 
theoretical men that all the ore has been found in the United States, 

Do you happen to know 

Mr. Serert. I haven’t read one indication that all the ore has been 
found. 

Senator Matone. Well, do you happen to know that not over 10 
percent of the area in the United States has been geologically 
mapped ¢ 

Mr. Serpert. No. 

Senator Martone. Well, that is good information for you to have. 

Mr. Serpert. I assume it is considerably more than 10 percent. 

Senator Martone. Well, it has not. 

Mr. Serpert. Well, Senator, do you realize that in 1951 the pro- 
duction of acid grade and domestic producers was 136,500, and last 
year it was 189,000? 

Senator Matong. I think that is very fine. 

Mr. Serpert. That is a 30 or 40-percent increase. 

Senator Martone. That is very fine. But why are you coming 
down trying to keep them from continuing to increase their produc- 
tion if you can have a principle adopted that will give them the 
difference in the wages they pay and the cost of production in this 
country and in your country ? 

Mr. Serpert. It seems they are doing all right under present con- 
ditions. 

Senator Martone. They are not doing all right. And you know 
better than that. I have to tell you that for the record. Otherwise 
you wouldn’t be here. 

Mr. Serpert. I can’t believe anyone—I can’t believe any operation 
is going to continue year after year except with a great loss. 

Senator Martone. There are some in my State and North Carolina 
and other places that just can’t quit mining because that is all they 
know. God knows it is a good thing for this country there are a few 
men left like that. But we are not developing any new ones on the 
principle we are using. 

Let’s come back to this thing in my opinion that makes sense in a 
record. You have testified that a duty or a tariff or a fixed price 
made the difference in effective wages and the cost. of doing business 
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in this country and in the chief competing nation, estimated around 
$18 makes no difference in the price of steel, practically no difference, 
you can hardly find it. 

You have testified to that, haven’t you? 

Mr. Serpert. Yes. 

Senator Martone. But you do say that you want this low tariff to 
continue; you don’t want an increased price to make up the difference ; 
and there is only one reason that I can see you are here, although you 
say you want to preserve the small amount that you say we have here 
now for a real emergency; but you want to sell it to us. 

You want to continue to sell the amount of fluorspar on your part 
of that that we use in this country from Canada. 

Do you own anything in Mexico? 

Mr. Sereert. I own substantial reserves in Mexico. 

Senator Matone. What are the wage paid there? 

Mr. Seiert. In the neighborhood of a dollar a day to ordinary 
labor. 

Senator Martone. You don’t think we could compete with that, do 
you ¢ 
; Mr. Serpert. No. And I don’t think we can compete with the nature 
of the deposits you have in Mexico. You have high-grade deposits and 
wide veins. 

Senator Matoner. Do you have any objection to trying it on the basis 
of having a fixed price bar the duty or tariff represented in the wages 
and cost of doing business in Mexico and in this country ? 

As long as it doesn’t make any difference in the cost of the end 
product ? 

What did you say the price of steel was? 

Mr. Serert. I guess $120 a ton. 

Senator Martone. $120 a ton? And it makes 10 cents out of $120. 
And you object to it ? 

Mr. Serpert. Well, I object on the ground that when we run out of 
fluorspar in this country we are going to pay many more dollars than 
10 cents a ton. 

Senator Martone. You think our security might be threatened too? 

Mr. Sereert. I do. 

Senator Martone. Well, I see that didn’t register. 

Where is that 1627? I read you now from Mr. Morgenthau. You 
are repeating their testimony. And I just wondered then, and I do 
now, if you want to join Mr. White in the annals of history. Because 
10 years from now you will find your testimony will amount to just 
about the same as Mr. White’s. 

Mr. Serert. You know the testimony of Dr. Gilson of DuPont, 
do you ? 

Senator Martone. In my opinion they joined him; yes. 

Mr. Serert. You know the testimony of the geologists of the Alu- 
minum Co. of America ? 

Senator Martone. Yes. 

Mr. Serpert. And the Pennsylvania Salt, the biggest users of fluor- 
spar in the country? 

Senator Matone. That is right. And they all want to get it at a low 
world price. 
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Mr. Sereert. Why would they go to foreign countries to locate re- 
serves of ore if they thought they “had enough i in this country ? 

Senator Martone. Because they can get it ¢ heaper. I know that as 
a matter of fact. 

Now then they have to have a tariff on their aluminum in order 
to stay in business, don’t they? That isa finished product, 

Mr. Sereert. I believe so. 

Senator Matoner. Don’t you know that? 

Mr. Sexpert. I believe so; yes, sir. 

Senator Martone. Well, we also financed Canada to the tune of 
about. $50 million to build a plant up there, didn’t we ¢ 

Mr. Sereert. I think so. 

Senator Matonr. Which is competing now with our product. And 
they are here to get a tariff on it so they can stay in business. You 
know that, don’t you? 

Mr. Srreerr. Yes. 

Senator Manone. I read you what Harry Dexter White has to 
say. Here is what the Secretary of the Treasury, then Mr. Morgen- 
thau, sent to Mr. Truman: 

I suggest consideration be given to a financial arrangement USSR provided 
with $10 billion credit for the purchase of reconsideration goods in the United 
States with provision to repayment to us * * * 

He goes on with the same table, with the same number of years, 
peat, manganese, tungsten, zinc, lead, chrome, mercury. 

If he had thought of it, he would have had fluorspar in there 
without any question. It wasn’t so important then: 

The interest rate could be 2 percent amortized over a period of 35 years; 
schedule of repayment is attached. The Russians have more than adequate 
means to assure full repayment. There are 3 principal sources from which they 
can obtain the necessary amount of dollars. 

It goes on to explain it. It is very nice: 

Metals include manganese, tungsten, graphite, micachrome, mercury, iron ore, 
platinum and copper; peat, oils and oil cake, and other industrial raw 
materials. 

Tt just takes the whole thing. 

Wouldn’t it have been very nice if you had given $10 million in 
1945 to become absolutely dependent upon Russia and to save our 
very scarce raw materials. That would have been very fine—a very 
fine policy y, would it not ? 

Mr. Seierr. Very questionable. 

Senator Maronr. Well, I think it is questionable now, myself. 

Mr. Sersertr. Well, we are dealing in postmortems now, sir. 

Senator Matonr. No. I am dealing with the present now. 

Mr. Serpert. The latest present Government report on fluorspar 
reserves is 221% million tons. 

Senator MALone. That is right. 

Mr. Sererr. That is the latest. We have got to deal with facts. 
You are assuming they may find another twenty or fifty million more. 
Senator Matonr. There is no question but what we will find it. 

Mr. Serperr. You have to deal with facts at the present time. What 
happens later—you can always change a tariff law 10 years from 
now. 
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Senator Matone. I don’t think we can. Because this is what we 
had: Free trade in 1945, we got it in 1934. And in 1945 both of them 
are arguing that we still had nothing. 

Now, Mr. Ickes wanted to do away with all depletion allowances. 
Don’t you remember that ? 

Mr. Sereert. I recall reading it. 

Senator Martone. Of course. If he could have, then he would 
have run out of oil. Because you would have no gambling money, 
no wildcatters, no money to spend. So if you were able to carry out 
his policy of no depletion allowance, of no minerals or oils his fore- 
cast would probably have come through. 

Mr. Semerr. But the prospecting and development of fluorspar is 
a whole lot different from drilling five and ten thousand-foot wells. 
Fluorspar in 9 out of 10 cases is on the surface. 

Senator Marone. Is it different from mining tungsten or any other 
metal ? 

Mr. Serserr. Tungsten is perhaps a more difficult mineral to pros- 
pect and develop than fluorspar. 

Senator Matonr. You know what we did in tungsten when we 
made it profitable, don’t you ? 

Mr. Seisert. I didn’t get your question. 

Senator Matone. I say do you know what happened in tungsten 
when the 1953 Malone-Aspinall Purchase Act went into 2 years? Do 
you know how much we were producing annually ? 

Mr. Semerr. Well, perhaps if we go to stockpile fluorspar we 
might find—— 

Senator Matone. You don’t need a stockpile. What you need is 
just something to make that difference as a principle, so that a man 
knows—you know this as well as I do—probably better—you are in 
the business—I have done a lot of work for people like you—it takes 
you, doesn’t it, 5 to 10 years to find a deposit of almost anything and 
properly prospect it, build a mine, get into production, and get any 
of your money back? 

Mr. Serpert. Definitely. 

I haven’t declared a dividend on fluorspar in 25 years. I have been 
using my profits to plow back into my business. 

Senator Martone. Of course. So you are looking for more fluorspar. 

Mr. Sersert. I have all the fluorspar I want today. 

Senator Martone. But why did you get it? You were looking for it 
knowing you can make a profit. Do you think we wouldn’t find some 
more metal in this country of the various kinds mentioned here by 
Mr. Harry Dexter White—now you are mentioning another one; you 
are joining him—that whatever you have at the moment, no matter 
what it is, you must save that and buy it from foreign sources. 

That is your testimony today ¢ 

Mr. Serert. Correct. 

Senator Martone. Do you have any further statement to make for 
the record ? 

Mr. Serpert. Incidentally in my 25 years of experience I have seen 
acid grade consuming from 20,000 to 328,000 tons per annum. 

Senator Martone. That is very fine. I congratulate you. 
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3 Mr. Semert. And I am hopeful that within 5 or 10 years, it might 
ouble. 

Senator Martone. [hopeso. I congratulate you. 

I also congratulate you that you have been very effective in se- 
curing loans from the United States. You have been very effective 
in preventing us from—you and your people who are on the same side 
of this question—from continuing our free trade policies, so that 
our domestic production in 5,000 materials is very greatly jeopardized 
now. 

We are living on a war economy. If you will just look it over a 
little bit you will find that to be a fact. And if we stopped pur- 
chasing—if our armed services stopped today from sauueaaian all 
materials, we wouldn’t be in business in the United States in 60 days. 
Because we do not have our American markets. We have priced 
ourselves out of foreign markets. 

The only way we can sell anything is to pay a subsidy on it like I 
explained to you about the wheat. And when the United States of 
America, the strongest nation in the world, built the highest standard 
of living in the world, has a principle or duty or tariff to make that 
difference in the wages and the cost of doing business here in the chief 
competing nations in 150 years and we have dissipated it in 24, I think 
that is a marvelous job. 

I want to put in the record at this point, percentage distribution by 
countries in geographic areas, the world production of select critical 
metals and minerals in 1956, which I suppose is somewhat of a typical 

ear. 
r This includes about 30 such materials. And I make it a part of the 
record simply to show the sources. 

The table will be filed with the committee for reference purposes. 

Do you have anything further to add ? 

Mr. Sewert. No, sir, unless you have further questions. 

Senator Matonn. Well, I certainly have no further questions, be- 
cause I think your testimony is clear. 

I would recommend for reading, though, again, Senate Report 1627 
of the 83d Congress; and Senate Document 83 of the 84th Congress. 

Mr. Sereert. I[ have it right here, sir. 

Senator Martone. And if you find anything in those reports you 
don’t believe to be true, I would appreciate a personal letter because 
they are my reports, after listening to about 75 engineers all over the 
United States, after visiting every country in the world. 

Mr. Sereert. All right, sir. 

Senator Martone. And going through the mines. 

Mr. Serpert. I am sure I will find some interesting reading. 

Senator Martone. I think you will. 

Thank you very kindly. 

Mr. Serert. It was a pleasure, sir. 

Senator Martone. Will you give our good neighbors to the north 
my very best regards and tell them I think they are smarter than we 
are, and some time their dollar is likely to be worth a lot more than 
ours. Itis worth more now. 
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Mr. Sewert. Yes, sir. I have paid as much as 20 percent the other 
way. 

Now it is a dollar and 4 cents, or thereabouts. 

Senator Matone. In the last couple of years their dollar has been 
worth more than ours. I made a speech up in Toronto—about 1948. 
We were getting ready—we were debating the Marshall plan, which 
I, of course, was not for, and am not now. 

I thought I would kid them a little bit but I found their sense of 
humor a little different than ours down here. It was Toronto, the 
National Mining Association. I said, you have more sense than we 
have up here. And you have gone ahead faster. You put a payment 
of $714 an ounce on gold that you pay any miner or producer and 
sell it to us for $25. You are waiting now at this moment for us to 
pass the Marshall plan to give England the cash for wheat they want 
to purchase from you. You will not sell it to them until you get 
the cash. 

TI had 2 or 3 or 4 things like that. I thought I would warm them up 
like that. Instead they froze up. It took 35 to 40 minutes to get 
warmed up again. : 

You are now paying a subsidy on our dollar. And it will get 
bigger. 

t understand you perfectly. If I owned your mine up there I 
probably would be down here trying to keep the tariff off of it. I 
think it is fine. I congratulate you for knowing what your own busi- 
ness is founded on, sir. 

(Mr. Siebert subsequently submitted the following :) 


St. LAWRENCE CORPORATION OF NEWFOUNDLAND, L‘D., 
St. Lawrence, Newfoundland, June 20, 1958. 
Hon. JAMES E. Murray, 
Senate Office Building, 
Washington, D. C. 

DEAR SENATOR MurRAY: On June 9 Senator Malone asked me a series of ques- 
tions. The following are the questions and my answers as far as I can give 
them : 

(1) Question. Senator Malone was talking about the Mexican ore coming in 
under barter contract in which grain was being received by the Mexicans in ex- 
change for fluorspar. He wanted to know what the wheat costs us per 100 
pounds (or any other unit) and on what basis the trade was made—how much 
wheat for how much fluorspar and at what amount the wheat was priced in that 
trade. Also total quantity of both commodities involved in tonnage. 

Answer. It has been impossible for me to get the details of the terms of the 
barter agreements concerning the exchanges of wheat and corn for fluorspar. It 
is my understanding that the Commodity Credit Corporation negotiates the 
fluorspar price and the grain is exchanged on a basis of the commodity market 
quotation at a Mexican border point on the day of delivery. It is my suggestion 
that your committee contact the Commodity Credit Corporation for details as 
to these barter transactions. 

(2) Question. Mr. Seibert said that the Government has offered, or has in 
fact paid, one-half of the exploration expenses in domestic fluorspar areas and 
Senator Malone wanted to know through what agency we pay for half of cost 
of exploration. 

Answer. The agency administering the exploration and development work is 
the DMBEA, Defense Materials Exploration Agency, and it is my understanding 
that it is a branch of ODM, Office of Defense Materials. 

(3) Question. What percentage of the world production of fluorspar is con- 
sumed in the United States. 
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Answer. The 1954 Minerals Yearbook (latest volume available), page 479 
shows the world production of fluorspar in 1954 as being 1,070,795 tons. On 
page 470 of this same volume it shows the United States consumption at 480,374 
tons. 


In 1953 the world production was given as 1,169,767 tons and the United 
States consumption was given at 586,798 tons. 


The indications are that the 
United States consumption of fluorspar is approximately one-half of the world 
production. 


(4) Question. What was the date when the United States permitted a lower 
duty on over 97 percent CaF. 

Answer. The Tariff Act of 1930 was the first to provide for a lower duty on 
fluorspar over 97 percent. However, under the Tariff Act of 1928 if the fluorspar 
was less than 93 percent, the duty was increased to $8.40 per long ton and if it 
were more than 93 percent the duty was allowed to remain at the then existing 
rate of $5.60 per long ton. 

(5) Question. Senator Malone made the statement that the Kaiser people 
have not abandoned phosphate rock as a source of fluorine and have no inten- 
tion of doing so and are now using about 20,000 tons annually of acid grade. 

Answer. A Mr. Ward Humphrys of the Washington, D. C., office of the Kaiser 
Aluminum Co. is submitting to you today a letter from the Kaiser Aluminum 


Co. on the subject of their experience in attempting to extract fluorine from 
phosphate rock. 


(6) Question. Referring to the St. Lawrence operation, their 1952 contract 
with the Government and the escalator clause contained therein, Senator Malone 
requested that the writer furnish the record with the wages in 1952 when con- 
tract started, the wages on which the escalator clause was based and the wages 
when contract finished. 

Answer. You will find attached a schedule which gives the wage rates of the 
St. Lawrence Corporation of Newfoundland, Ltd., for the years 1951, 1952, and 
1957. The contract negotiations were first begun in 1951 and the last of the ton- 
nages were delivered in 1957. 

We would appreciate it if this material is put into the record in connection 


with my testimony before the Senate subcommittee of the Committee on In- 
terior and Insular Affairs. 


Yours very truly, 


Watter F. Sersert, President. 
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Senator Martone. We will stand adjourned until 10 o’clock on 


(Thereupon, the committee was recessed, to reconvene at 10 a. m. 
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WEDNESDAY, JUNE 18, 1958 


Unrrep Srates SENATE, 
SUBCOMMITTEE ON MINERALS, MATERIALS, AND FUELS 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 224, 
Senate Office Building, "Hon. James E. Murray (chairman of the 
committee) presiding. 

Present: Senators Murray (chairman), Malone, Watkins, Bible, 
Church, and Allott. 

Also present : Orville Larsen, staff member, and William Broadgate, 
of Senator Murray’s staff. 

The Cuarrman. The hearing will come to order, please. 

This is a continuation of the hearings on the long- range minerals 
program, and the administration’s minerals price stabilization pro- 
gram. 

The first witness will be Mr. Orville Larsen, vice president of the 
International Union of Mine, Mill, and Smelter Workers who has 
been requested by Senator Goldwater, a member of this committee, 
to present the views of his union in respect to pending legislation. 
Senator Goldwater has been delayed in his home State of Arizona and 
has requested that Mr. Randolph of his staff present Mr. Larsen to 
the committee. Mr. Randolph, will you please proceed ? 

Mr. Ranpotpn. Mr. Chairman, Senator Goldwater has asked me 
to introduce this morning an old friend of his from Miami, Ariz., 
whom he holds in great esteem, Mr. Orville Larsen. Mr. Larsen has 
been a resident of Miami, Ariz., for 30 years. He started in the min- 
ing business from the very bottom as a miner and mucker. He prob- 
ably knows more about miners and their problems than any man in 
Arizona. After long service in the mines, in 1940 he was made a re- 

ional director of the International Union of Mine, Mill, and Smelter 

Norkers. He also became a board member of district 2 of that union, 
which includes Arizona. He is now a vice president of the Mine, Mill 
International. 

He is one of the architects of 3-year contracts in the industry which 
have been a great factor in contributing to peaceful relations in the 
industry. Largely due to his efforts, the earnings and pay rates for 
miners in Arizona are the highest in the country. He is an ardent 
advocate of high standards of safety and health in the industry. He 
is regarded as a most outstanding labor leader in the Southw est. It 


is @ pleasure, indeed, to introduce “Mr. Orville Larsen. 
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STATEMENT OF ORVILLE LARSEN, INTERNATIONAL VICE PRESI- 
DENT, INTERNATIONAL UNION OF MINE, MILL, AND SMELTER 
WORKERS 


Mr. Larsen. Thank you. 

The Cuamman. We welcome you here this morning. We are very 
glad to have you as the leading witness today, and we are sure we 
will be interested in what you have to tell us. Do you have a prepared 
statement ? 

Mr. Larsen. Yes, Senator, if I may read it. 

The CuamrMan. You may proceed in your own way, sir. 

Mr. Larsen. Thank you, sir. 

In the short time that has elapsed since our last appearance before 
this committee, there has been a further serious deterioration in the 
economic position of lead, zinc, and copper. Consumption of all three 
metals has continued to decline. Despite recent fluctuations in the 
price of copper, deliveries by fabricators have continued to slide lower 
each month since January. The price of lead fell last month to 1114 
cents, and early this month to 11 cents per pound, an 8-year low, while 
unsold lead stocks held by refiners at the end of April were at the 
highest point since 1938. Zine at 10 cents per pound is under the 
heavy pressure of imports from low-wage areas, and in the opinion of 
market experts has held steady in recent months only in the hope that 
a program would shortly be adopted to alleviate some of this pressure. 
Unsold zine stocks in the hands of producers in April were at the 
highest level since 1946. World copper stocks in April exceeded one- 
half million tons for the first time since the 1930’s. 

The production workers in mines and mills, and increasingly now 
in smelting and refining, have suffered seriously during the depression 
in the nonferrous metals industry. In our presentation before this 
subcommittee last March, we presented a tabulation of jobs lost and 
work curtailments in the industry from January 1957 through March 
22, 1958. These data indicated a loss in jobs of 8,500 in ‘Jead-zine 
mining and smelting, and of 7,500 in copper mining and smelting, in 
addition to widespread curtailment of working schedules, resulting in 
losses ranging up to 50 percent in weekly take-home pay. 

Within the few weeks that have elapsed since these figures were pre- 
sented, the following major developments, with direct i impact on the 
employment and earnings of production workers in the industry, have 
occurred : 

COPPER 


1. Kennecott Copper Corp., in April, shifted its western division 
from a 5-day week to a 4-day week, reducing weekly earnings of about 
5,000 pr ptietion workers by 20 percent. The company’s United States 
copper output has been cut about 40 percent in the last 18 months. 

2. Phelps Dodge Corp. also went on a 4-day week in May, cutting 
weekly earnings of about 3,000 mine workers by 20 percent, and laying 
off 125 workers at its El Paso refinery, with further layoffs expec ted. 
This and earlier production cutbacks have reduced the corporation’s 
—s by 40 percent of previous levels. 

8. Anaconda Copper Co. announced a 10-percent cut in its United 
States copper output and the closing of its Leonard shaft in Butte in 
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May. Net loss of jobs has not been announced. Anaconda’s United 
States production of copper is now about 30 percent below the rate of 


output in 1956. 
4. Miami Copper Corp. in Arizona has announced a 1-month shut- 


down in July due to the depressed condition of the copper market. 













we LEAD AND ZINC 
. 
. 1. The New Jersey, Zinc Co. in April and June announced the fol- 
lowing: (a) Shutdown of the Hanover, N. Mex., mine, 75 laid off; 
b) shutdown of Canyon City, Colo., roasting plant, 40 idled; (c) re- 
uction of output to 50 percent of capacity at the Palmerton, Pa., and 
re . Depue, IIl., smelters. The company said several hundred men with 
1e seniority in some cases of 20 years and more would be laid off. In 
e addition, a company spokesman was quoted in a news dispatch last 
@ month as saying a shutdown of the zine mine and mill at Gilman, 
Colo., “seems to be in the cards.” A shutdown at Gilman would affect 





about 525 workers. 

2. The Bunker Hill Co. in the Coeur D’Alenes has warned em- 
ployees that economic conditions will force a shutdown of the com- 
pany’s mine and smelter in August and September unless the Federal 
Government takes steps to help the industry. About 1,500 workers 
would be affected. The company’s mines are now on a 4-day week. 

3. Page Mine, second largest in the Coeur D’Alenes district, laid 
off 19 men and put the rest of the work force on a 4-day week in May. 

4. The St. Joseph Lead Co., largest domestic producer of lead, has 
laid off 235 men. 

These, I repeat, are just some of the major developments in the 
earnings and employment picture in our industry in the few weeks 
since we last appeared before this committee. Work weeks have been 
shortened for about 10,000 workers in this period, the number of 
employed workers has continued to decline, and additional thousands 
face the prospect of temporary or permanent layoffs. 

However, as you are aware, in the last 2 months 2 departments of 
the Government have taken action affecting the nonferrous metals 
industry. The first was the divided report of the United States Tariff 
Commission on lead and zinc, and the second was the proposed Domes- 
tic Minerals Stabilization Act of 1958, which the administration put 
forward as an alternative to either of the recommendations advanced 
by the two groups within the Tariff Commission. 

We have previously indicated to this committee and to the Tariff 
Commission our view as to the inadequacy—indeed, the probably com- 
plete ineffectiveness—of tariff increases which could be granted by 
Executive action, and our preference for curtailment of imports 
through the use of import quotas, with necessary restrictions imposed 
on countries with substandard wage levels. The Tariff Commissioners 
who recommended quotas for lead and zinc had in mind a very dif- 
ferent sort of plan, which would not differentiate between countries 
on the basis of wage rates paid to miners—and which our union could 
not support in view of its adverse effects—for example, in Canada, 
where miners’ wages are roughly comparable to those paid in this 
country. 

Senator Atuorr. May I ask you a question there ? 
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Mr. Larsen. Yes. 

Senator Atxorr. Approximately how much is the differential be- 
tween the wages paid in Canada and in the United States, in per- 
centages ? 

Mr. Larsen. Between 5 and 8 percent, I would say. That is rough, 

Senator AuLorr. Do you have figures on this later in your state- 
ment ¢ 

Mr. Larsen. No, we donot at this time. 

Senator Atxorr. Then could I ask you a couple of more questions 
at this point ? 

Mr. Larsen. Surely. 

Senator Atxorr. What roughly are the differentials in wages be- 
tween our country and Mexico? 

Mr. Larsen. I would say our wages here in the United States are 
as follows: The United States miner will make 5 or 6 times as much 
in a day asa Mexican miner makes. 

Senator Atnorr. Are you stating that in dollars or in purchasing 
capacity ? 

Mr. Larsen. They will deal in pesos, of course. I think the rate 
of exchange is about 10 or 11 to 1. I am not sure of that, but it is 
somewhere in that neighborhood. The Mexican miner probably makes 
from 3 to 314 a day, and the average for western copper miners is 
over $18 a day. 

Senator Atiorr. One other question along this line. Maybe I should 
address this to the chairman. 

Mr. Chairman, have there ever been any figures inserted in these 
hearings which give the wage differentials in most of the countries 
from which we import miner als and those in this country ? 

The Cuatrrman. We have not this year so far. We have had that 
matter before the committee at different times, but we have not put 
anything in the record. 

Mr. Larsen. Senator, may I make a statement, please? I think in 
our testimony in March our Washington legislative representative did 
submit some of that data in his testimony. 

Senator Atxorr. It is in the record ? 

Mr. Larsen. Yes. 

Senator Atnorr. Thank you very much. 

Mr. Larsen. In our earlier testimony this year before this com- 
mittee and before the House Ways and Means Committee, we have 
tried to put our support of import restrictions in perspective, as an 
emergency measure to meet a problem that threatened, and still 
threatens, to inactivate, perhaps permanently, large segments of the 
domestic nonferrous mining industry. 

Our longer ‘ange program, which we previously outlined, and which 
requires the cooperation of other congressional committees, covered a 
wide range of measures in such fields as taxation, public works, wel- 
fare and education to promote economic recovery ‘at home, and a for- 
eign-aid program. We believe that economic recovery at home and 
a foreign- aid program which would more effectively promote economic 
development in underdeveloped countries would result in an expan- 
sion of world demand for nonferrous metals that would soon remove 
the present gap between available supply and demand. The under- 
developed areas of the world are a vast and relatively untapped field 
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for expanded use of metals, as they now seek to reconstruct their 
economies along 20th-century lines. 

Our union has traditionally supported production bonus payments 
to producers for the purpose of stabilizing returns and in periods of 
national emergency to increase aggregate output. We proposed - 

remium-price plan for nonferrous metals in 1941—a plan which w 
adopted by the War Production Board and made an important con- 
tribution to the total war effort. We supported the proposed Do- 
mestic Minerals Act of 1953 (S. 1539), introduced by Senator Murray, 
and last March, in our testimony before this committee, we endorsed 
the proposed Minerals Security Act of 1957 (S. 2395), also introduced 
by Senator Murray. Both bills provided for production bonus pay- 
ments to producers. In supporting S. 23895 we suggested that it be 
extended to cover not only lead and zinc, but copper as well, and that 
limits be set on the total production of each metal that would be 
eligible for a production bonus and on the amount to be paid to any 
one operator. 

As we see it, the administration bill in principle conforms in impor- 
tant respects with S. 2395 5, but goes further in that it covers 5 metals 

and minerals instead of 2, sets limits on the tonnages on which bonus 
payments would be made, provides for signific: antly lower price- 
ag levels on lead and zinc than are set forth in S. 2395 5, and 

sets maximums on bonus or “stabilization” payments per pound. 

In appraising the administration bill, we must keep in mind that 
it is proposed as an alternative to tariff or quota restrictions on im- 
ports, rather than as a measure complementary to increased protec- 
tion for the-domestic industry. We must bear in mind also that there 
is as yet no sign of a halt to the decline in the economy as a whole, nor 
any hope for a quick recovery after it has touched bottom. This 
pessimistic outlook is reinforced by the expectation that unemploy- 
ment is reaching a new postwar high this month, and by the absence 
of congressional action during this session to enact a tax cut for lower 
bracket taxpayers, large-scale public works, an adequate aid to edu- 

cation program, or a uniform, nationwide and long overdue overhaul- 
ing of the outmoded and inadequate unemploy ment compensation sys- 
tem despite the recently enacted emergency legislation in this field. 

Under these conditions, we would expect “the administration’s min- 

erals stabilization program, if enacted, to operate in the context of 
saikinued world oversupply of copper, lead, and zinc, with its re- 
sultant pressure on the domestic price of these me tals, and of con- 
tinued low levels of economic activity, and consequent low cosumption 
of nonferrous metals for an indeterminate period. 

In this situation, we may very well see further declines in the prices 
of lead and zinc; each metal is quoted in London at 2 to 214 cents 
under the New York price, and the differential appears to maintain 
itself with each successive drop in the United States price. The con- 
tinued existence of the differential tends to further depress the United 
States price. At present prices, lead and zinc would be eligible for 
the maximum stabilization payments per pound, but present prices 
plus the stabilization payments would come to slightly less than the 
stabilization prices of either 1434 cents for lead or 1234 cents for zine 
set forth in the bill. The outlook for the immediate future is for fur- 
ther weakness in the prices of both metals. As stabilization pay- 
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ments would not have a restrictive effect upon production, we cannot 
expect that this program, while increasing returns to producers, would 
have a similarly firming effect upon the market prices of lead and zine, 
Stabilization payments, at present prices of lead and zinc, would not 
raise producers’ returns to levels received in the spring of 1957, when 
curtailments of production were first initiated, nor to peril-point price 
levels proposed in the administration’s lead-zine import tax bill last 
year. The Secretary of the Interior, in transmitting the import tax 
bill to the President of the Senate on June 18, 1957, indicated that 
prices below 17 cents for lead and 141% cents for zinc would threaten 
serious injury to domestic producers. These peril points compare with 
stabilization prices of 18 cents per pound for lead and 15 cents for zine 
as set forth in the proposed Minerals Security Act of 1957 (S. 2395) 
introduced by Senator Murray. We do not know the basis for the 
relatively low stabilization price levels set forth in the administration 
bill this year, but the conclusion is inevitable that at these, or pos- 
sibly lower levels of return to producers, much of the present reduced 
output of lead and zine would continue to be produced at a loss. The 
recent Tariff Commission report cites evidence that in 1956, with ay- 
erage prices of lead over 16 cents and of zinc at about 131, cents, one- 
quarter of the mine production of lead, and more than one-half that 
of zinc was produced at a loss. 

We think the evidence is clear that the bill now before this committee, 
unaccompanied by any program for restriction of imports, would fall 
short of the objective of promoting and preserving a healthy domestic 
lead and zinc mining industry. We believe that consideration should 
be given to raising the amounts of the stabilization payments, and of 
the stabilization prices for lead and zinc, if the objective is to halt 
the closing of mines, and to restore production and employment in the 
industry. 

The domestic copper industry has succeeded in stabilizing copper 

rices at much lower levels within a relatively narrow range by 
instituting cutbacks in mine production to about 80 percent of last 
year’s rate for the country as a whole, and by holding abnormally 
large stocks, both in producers’ and fabricators’ warehouses. While 
use of copper in the United States has dropped drastically, there has 
been a relatively brisk demand for copper in Europe. Curtailments in 
output, except at a few high-cost mines, have been dictated in the main 
by the limited markets for copper, rather than by the unprofitability 
of operations. 

Our union and its membership is pleased to note the action of the 
administration through Secretary Seaton in announcing the new pro- 
gram to stockpile 150,000 tons of copper in the next year. We wish 
to compliment those Senators, especially on this committee, whose 
efforts help bring about the new copper stockpiling programs. 

While we support this program wholeheartedly, nevertheless we 
must indicate that our concern is not only the stabilization of copper 
prices, but that copper miners and muckers, as well as smeltermen, will 
be put back on the job. We hope that stockpiling will do this. 
Frankly, without increased employment in copper, nothing much will 
have been gained, 

Mr. Chairman, while we are on the subject of stockpiling, we 
respectfully suggest that this method would be a good way to lead 
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ginc and lead out of the wilderness. Stockpiling of 100,000 tons of 
Jead and about 200,000 tons of zinc, as an immediate step before appli- 
cation of the Seaton stabilization plan to these 2 metals, seems to 
us the only way to avert further drastic cutbacks. 
In conclusion, we endorse the principle of the proposed Domestic 
Minerals Stabilization Act of 1958 as sound and desirable. We hope 
it will become a part of a permanent national minerals program to 














stax | help maintain continuity of employment and production in periods of 

that severe and sustained market imbalance and to contribute to the pres- 

aten ervation and conservation of vital natural resources. We do not think 

vith the program is the complete answer to the problems of the domestic 

Zine nonferrous industry, but it is a needed and valuable component of a 

95) national minerals program. 

the The Cuarrman. Are there any questions ? 

ion Senator Watkins. Mr. Larsen, I note you endorse the program pro- 

Os- posed by Secretary Seaton. 
ed Mr. Larsen. Yes, sir. j 
he Senator Warxins. Have you any views on what should be done 










v- in the event that bill is not actually adopted? Of course, you realize 
e- we are drawing near to the end of the session and many things can 
at happen to legislation from here on that ordinarily would not happen 
if we started at the beginning of the year. 
e, Mr. Larsr ' I certainly do not, Senator. If this program does not 
go through, I do not know where our industry is going, frankly, be- 
C cause I think there is very little possibility of any tariff measure being 
l assed, I think there is very little possibility of any import quotas 
. ing imposed. In our opinion, if for any reason there i is a failure to 






adopt these proposals, I think at least the lead-zine portion of this 
industry is due for almost certain shutdown nationwide. I just do not 
see how they can continue to operate. 

Senator Warkins. You favor, I would imagine, the escape clause 
provision if you could get that to work? 

Mr. Larsen. In the tariff? 

Senator Warkins. Yes. 

Mr. Larsen. C ertainly, sir. 

Senator Warxrns. Are you opposed to reciprocal trade agreements 
as such ? 

Mr. Larsen. No; asa whole Iam not. Asa matter of fact, on the 
whole our union supports the idea of reciprocal trade. 

Senator Warkins. But they do want protection for the domestic 
minerals? 

Mr. Larsen. We certainly do. 

Senator Warxins. Where are your workers located for the most 
part? Where do they work ? 

Mr. Larsen. We are a nationwide union, of em and also in 
Canada. Most of the lead-zine miners are in U tah, New Mexico, 
Idaho, Montana, Missouri, Illinois. Those would be the main lead- 
zinc producing areas. 

Senator Warkrns. Are there any other unions other than yours 
representing the miners in the nonferrous mines ? 

Mr. Larsen. Yes; there are several other unions in the industry. 
There are the United Steelworkers of America, and there are also the 
Metal Trades eee of the American Federation of Labor. 


2725: 























876 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


Senator Watkins. Do the steelworkers represent any of the mines 
in Utah, for instance ? 

Mr. Larsen. They represent the Clark City area; yes, sir. 

Senator Warkins. You understand that there is a move here to take 
copper out of the Seaton program ? 

Mr. Larsen. Yes. 

Senator Warxins. Do you favor that ? 

Mr. Larsen. Yes 

Senator Warxkrns. I did not hear the rest of your paper. That is 
the reason I asked the question. 

Mr. Larsen. We most certainly support the stockpiling proposal of 
150,000 tons. If that goes through, we certainly do believe that copper 
should be out of the Seaton proposal. 

Senator Warxins. Of course, you realize at the end of June there 
is a 2-cent tariff that comes in automatically on copper. 

Mr. Larsen. Yes; I think the stockpiling program should go through 
regar dless of the 2 cents. 

Senator Warxrns. That would clean up the market pretty well of 
surplus, and you could start anew. 

Mr. Larsen. Yes; our only concern is whether it will put any more 
people back to work. The least it will do, in our opinion, is stabilize 
the industry to the point where there should not be any more cutbacks 
or any more layoffs. 

Senator Warkins. What has been the average over the years of the 
number of employed in the copper mines that your union represents! 

Mr. Larsen. I would say in copper around 25,000. 

Senator Warkins. During the past few years when copper was at a 
high price following the Korean w ar, there was an increase in pro- 
duction; was there not ¢ 

Mr. Larsen. Yes. 

Senator Watkins. Rather a heavy increase, as a matter of fact. 

Mr. Larsen. Yes. 

Senator Warxins. That would be above the normal. 

Mr. Larsen. Yes. 

Senator Warkins. What would you consider the normal in the 
United States with respect to the numbers employed in that activity? 

Mr. Larsen. I would think 25,000 would generally fit in as a normal 
because technological advances and so forth always tend to cut down 
the work force. I would say around 25,000. 

Senator Warxins. How many do you have employed at the Kenne- 
cott mine in Utah? 

Mr. Larsen. I think there are somewhere between the neighborhood 
of 1,700 or 1,800 there now. Normally there are 2,600 or 2,700 
employed up there. 

Senator Warxins. There is more than that, isn’t there? 

Mr. Larsen. Normally. 

Senator Warxkins. Yes; I was thinking it was in the neighborhood 
of 5,000 or 6,000 altogether. 

Mr. Larsen. No; that is the entire Utah operation, Senator, includ- 
ing the mills and the refinery. There would be approximately 5,000 
in their entire Utah operation, and maybe 6,000. 

Senator Warxkins. The number they have employed at the present 
time would be almost a normal operation; would it not ? 
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Mr. Larsen. At the present time? 

Senator Warkrns. Yes. They have had an increase, as you said, 
since the Korean war, when copper went as high as 46 cents a pound, 
and a lot of people got into it. 

Mr. Larsen. Yes. 

Senator Warkins. 
time. 

Mr. Larsen. Yes. 

Senator Watkins. What I was trying to get at is, What would be 
the normal for Utah with respect to the numbers employed in that 
industry ¢ 

Mr. Larsen. 
neighborhood of 6,000 for Kennecott alone. 
many over 4,500 at the moment. 

Senator Warkrns. What was it when it was abnormal if 6,000 would 
be normal ? 

Mr. Larsen. They 
where along there. 

Senator Warkrns. Could you give us the percentage of employment 
at the present time in the Utah mines? 

Mr. Larsen. The percentage as related to normal conditions? 

Senator Warkins. Yes; with respect to normal. 

Mr. Larsen. I think Kennecott has about 80 percent of their nor- 
mal working force employed. You understand they have gone from 
a 6-day workweek down to a 4-day workweek. The people now are 
employed only 4 days where normally they were employed 5 and 6 
days a week. 

Senator Attorr. May I inquire how the 6-day workweek occurs? 
Do they work in excess of 40 hours a week ? 

Mr. Larse xn. Yes. They draw overtime on the last 8 hours. Some 
of the mining operations have been on a 5-day week. The Anaconda 
Co. in Montana has been on a 5-day week. Kennecott’s normal opera- 
tion has been 5 days a week, although they have had large groups of 
workers that have been working 6 days. Kennecott, corporationwise, 
in Utah, Nevada, Arizona, and New “Mexico, is on a 4-day week, and 
that is a terrific loss in income for every worker. In my own State 
of Arizona, I think it is estimated that the payroll from the mining 

camps will drop between 14 and 15 million dollars this year. That is 
a lot of money in a State like Arizona. I would say the same applies, 
Senator, to the State of Utah. 

Senator Warkins. May lL ask you now about the imports of copper ? 
Are there any large imports of copper at the present time into the 
United States? 

Mr. Larsen. I don’t think so, Senator. I am not sure of that. 
Frankly, I don’t think it is the imports of copper that is the real 
trouble in the copper industry. 

Senator Warkins. It is just lack of demand ? 

Mr. Larsen. Yes. That is true, also, of lead and zine. 

Senator Warkrns. I received some letters from some of your union 
members in Utah in which they pointed out that the mines operated 
by these copper companies are operating overseas, but they have been 
closed down here, and they were complaining : about that. 

Mr. Larsen. Yes. 
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Senator Warxins. I was wondering if there had been any import of 
copper from those areas which would be taking away the work of the 
United States miners. 

Mr. Larsen. I presume there is some importation of copper into the 
United States. I don’t think it is all cut off. Our complaint is that 
foreign operations are working full force while American production 
is being curtailed, men are being laid off, and they are being asked to 
work a short workweek. Our position, putting it very simply, is that 
if there is any curtailment, we feel it should be worldwide. Why 
should the United States miner have to bear the brunt of curtailment 
in order to try and balance the copper market? I think that is prob- 
ably the heart of their complaint to you. 

' Senator Warkrins. I have been advised that the foreign holdings of 
United States corporations in the copper-mining field have been cur- 
tailed heavily as well, and also in lead and zinc. Have you any in- 
formation on that point? 

Mr. Larsen. I do not have any firsthand i:formation. So far as 
I know, the Kennecott operations in Chile are going full blast as far 
as I know, unless there has been a curtailment recently that I know 
nothing about. 

Senator Warkrns. I have been advised that Kennecott does not 
import any copper into the United States. They refine some on the 
east coast. It is refined in transit and then shipped to Europe. Of 
course, the price is lower in Europe than it is here. I doubt that the 
United States mines could compete in the foreign markets with the 
copper produced in South America by our own United States domes- 
tic corporations. 

Mr. Larsen. So far as I know, their statement that they are not 
importing too much copper into the United States is true. As to their 
ability to compete, I am not too sure of that. The Bingham operation 
is a pretty profitable operation. 

Senator Warxrns. As I understand, it is one of the low-cost opera- 
tions in this country. 

Mr. Larsen. Yes. It may be true in Nevada and Arizona they are 
at a disadvantage in the competition. 

Senator Watkins. How many of your union members are engaged 
in Jead and zinc in Utah? Do you have that figure ? 

Mr. Larsen. No; I don’t. Somewhere in the neighborhood of 400 
or 500. 

Senator Warktns. Do you represent all of the lead and zinc miners 
in the State? 

Mr. Larsen. In Utah? 

Senator Warkins. Yes. 

Mr. Larsen. No. The steelworkers represent them. The steel- 
workers are also down in Tinnick. 

Senator Warxrtns. The Tinnick mines are practically all closed ? 

Mr. Larsen. Yes. Our main concentration of miners is in Idaho, 
Montana, and New Mexico. 

Senator Warxrns. Are members of your union producing any other 
metals other than lead, zinc, and copper ? 

Mr. Larsen. Yes; cobalt. 

Senator Warxtns. In what States is that operation going on? 

Mr. Larsen. Idaho. 
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Senator Warxins. Idaho alone? 

Mr. Larsen. Yes, I think that is the only cobalt mine in the United 
States. The refinery is in your State out of Salt Lake City. 

Senator Warxins. I remember we have the refinery there, but I 
didn’t know whether they were producing cobalt in any other State. 

Mr. Larsen. I think the only source of ore is the mine in the Salmon 
area in Idaho. 

Senator Watkins. I regret I did not hear your full paper, but I 
assure you I will read it. ‘That is all the questions I have. 

The CuairMan, Are there any questions? Senator Allott. 

Senator Autorr. Mr. Larsen, I am just concerned with 1 or 2 things 
in your statement. Barring such things as your proposal for attack- 
ing the recession which is a little outside of the s scope of this matter-——— 

Mr. Larsen. Yes, sir, we say that. 

Senator Ausorr. I would like to just talk with you for a few sec- 
onds here. You have suggested the stockpiling of copper, and very 
frankly, though it is an administration proposal, I have my own 
doubts about its long-term efficiency, as I have my doubts about any 
stockpiling program. At the same time you advocate stockpiling 
lead and zinc. Of course, with each of these metals the problem is 
a little different isn’t it ? 

Mr. Larsen. That isright, sir. 

Senator Axuorr. It depends upon the production in the United 
States in its relation to world production in relation to consumption 
here with relation to consumption in the rest of the world. So, you 
almost have to approach each of these on a separate basis, and analyze 
it on acompletely separate basis. 

Mr. Larsen. Yes. 

Senator Attorr. Also, you suggested, in answer to Senator Watkins’ 
question, that you were in panes of reciprocal trade, of which I have 
been a supporter in my life. I do believe that we have to support re- 
ciprocal trade. In other words, we have to give other countries an 
opportunity to develop themselves if we intend to build up our strength 
in this country through the strength in those countries. This does 
pose a specific problem. I suppose you have gotten a few gray hairs 
over it, as the rest of us have, and that is, spec ‘ifie: ally, how we can get 
about the problem of letting mines, for example, develop in other coun- 
tries, which is part of reciprocal trade, without hurting our own peo- 
ple. If we only had Solomon here, we would have no trouble. 

Mr. Larsen. That is right. 

Senator Attorr. But we have not got Solomon, so the rest of us 
poor mortals have to do the best we can in this direction. 

Senator Watkins. He got in trouble, as I remember, too. 

Senator Atxorr. Yes; he had too many wives. 

Senator Warkrns. That was only one of his troubles and, probably, 
not the major one. 

Senator Atxorr. Is not the answer to this thing somewhere in the 
field of not getting adequate relief and quick enough relief from the 
escape clause of the Reciprocal Trade Act ? 

Mr. Larsen. I think that is part of the answer, Senator, but I doubt 
seriously if it is all of the answer. Let us use lead and zine, for 
instance. In our opinion, even if the President approves the recom- 
mendation of the three members of the Tariff Commission, who rec- 
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ommended the imposition of tariffs, we doubt very much that that, by 
itself, will correct the situation. I don’t think it will be high enough. 

Senator Ax.ortr. I think that is generally agreed. 

Mr. Larsen. Yes. 

Senator Atxtorr. There just is not the space in there to do the good. 

Mr. Larsen. Yes. 

Senator Attorr. But on the other hand, as opposed to that we face 
the situation of subsidies. I am not trying to indicate how I feel about 

these and what I am going todo. We face the situation of subsidies 
in stockpiling, which may place lead and zinc in the position that we 
were with tungsten under Public Law 833 last year and the year 
before, which, of course, is no certainty either, is it ’ 

Mr. Larsen. That is right. 

Senator Atzorr. I would like to suggest that, regardless of what 
kind of fences—governmental fences—and restrictions you put around 
these stockpiles, the general situation is that you do two things. First, 
there is always the tendency to depress price. The second is that you 
create an artificial demand which, in turn, stimulates not just Ameri- 
can production, but stimulates foreign production, and, therefore, 
because they see this gap in the market, and figuring somehow or other 
that they are going to sell to the United States, these are a few of the 
questions involved in this thing that have caused me much concern, 
and I would be very pleased if you would comment on that. I think 
we are all here for just one purpose, and the question is how to do it 
best and most effectively. 

Mr. Larsen. Yes. I certainly agree with you, Senator, that, if 
any one of us had a complete answer to the problems in the mining 
industry, we would be better than Solomon, as a matter of fact. I 
think you are probably right when you say that any artificial stim- 
ulus tends to increase production abroad and automatically aggravates 
the problem. That will be true now, under the Seaton proposal, and 
under the stockpiling program, unless there is some form of restriction, 
either through the form of a tariff, either through the form of import 
quotas, or through some method of voluntary agreement between the 
producers themselves throughout the world not to let this happen. I 
think that is the only way itcan be done. In other words, I agree with 
you, if I understand what you are saying, that, if we subsidize and 
stockpile and there is no avenue to control what I think is unrestrained 
production, within a year we are going to be right back in the same 
position we are in now. 

Senator Auuorr. I think so. The other day the junior Senator 
from Nevada, Senator Bible, was sitting as chairman of this commit- 
tee, and in that hearing he suggested to 2 or 3 of the witnesses, in 
effect, as follows: You know what your problems are with respect to 
tariffs and quotas. What is the answer? 

I have this further suggestion. We have some 50 or 60 minerals— 
50 minerals, I presume—that the Secretary has reported to the com- 
mittee on and left a very adequate brief on each of these minerals. 
Have you or your organization given any thought to the possibility 
of establishing, by resolution or by law of Congress, what would be 
called, I presume, a national policy for minerals which would, in 
effect, by some means—by production or production with relation to 
consumption and numerous other methods that could be used—setting 
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up a policy of the Government by which we, as Members of Congress, 
say that it is the policy and intent of Government that our minerals 
industry with respect to lead or copper or zine or antimony shall be 
maintained at a specific level? Have you ever given any thought with 
respect to that particular thing? And then 1 want to go one step 
further. 

Mr. Larsen. 
position. 

Senator Atiorr. This is without specific 
going to accomplish it. 

Mr. Larsen. I understand that, Senator. 

Senator Atxorr. If we could do that, would this not have the effect 
of warning the whole world that, if we were to take lead and zinc, for 
example, which we have had more testimony about this year than 
anything else, and say, in the case of lead, we use about 1,100,000 tons 
and roughly 300,000 of it is mined here, 400,000 is reclaimed lead, and 
the rest is imported, and we were to say it is the intention of Congress 
that the domestic industry of lead would be maintained at 35 percent 
of the consumption annually of lead, would we not, in effect, do the 
same thing upon an international basis that we are talking about 
doing by means of quotas and tariffs? In other words, rather than 
stimulating foreign consumption, we would have those fellows over 
there looking at their local cards, and saying, “Well, now, look, the 
consumption in the United States last year was a million and a half 
tons”—speaking 10 years from now—“and it is very obvious that 
these fellows over there are going to get a certain percentage of this 
market. Here is this fellow in Chile or this fellow in Paraguay, and 
here I am sitting in Africa; I cannot open up this new mine because 
I can only expect to get a certain portion of that market.” 

I have been talking about this particular thing for months. I see 
Mr. Schwab sitting in the back of the room and grinning at me, because 
I talked to him for a long time one day about this, but it really seems to 
me that if we could set up such a policy it would be much easier to get 
Congress to go along in terms of supporting whatever we have to do, 
whether it is ‘subsidy, whether it is quota, whether it is tariff, or what- 
ever it may be, to help maintain our domestic industries at a specified 
level which personally I feel just as strongly as you do is a necessity 
for the welfare of this country. 

Mr. Larsen. I certainly think the idea has merit, Senator. I think 
further it is most certainly worthy of exploration, because the figures 
you quote are pretty accurate as to the amount of either lead or zinc 
that this country can import, and the amount of lead and zinc that is 
available from scrap, and the amount that we have to produce in this 
country. 

Senator Atiorr. In other words, what Iam trying tosay isthis. No 
one knows—You do not know, Senator Watkins does not know, the 
chairman of this committee does not know—what the policy of this 
Government is today with respect to minerals. Is it our intention to 
keep them on an active going basis? Is it the policy of the Federal 
Government to keep them at just a minimal operation basis? Is it the 
policy of the Government to keep them speuntas at full capacity with 
a maximum exploration for new materials? These are questions that 
no one can answer, because there has never been in the history of this 
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country a national policy enunciated, and it seems to me that this js 
one of the first things that we should do. 

It has been suggested to me that in 8S. 3892, on lines 6 to 13, there ig 
a possibility that this would set up limitations and quotas on domestic 
production and leave free foreign production. I will read this into the 
record. 

Senator Watkins. Is that the Seaton program ? 

Senator Atnorr. Yes. This is page 4, line6 of the bill: 

Provided further, Whenever the total production from domestic mines of any 
of the minerals to which this act applies exceeds the quarterly limitation in any 
one quarter, the Secretary may establish for succeeding quarters limitations on 
the quantities for each producer that will be eligible for stabilization payments, 
but no producer shall have a quarterly limitation for any mineral less than the 
quantity set for that mineral in the preceding proviso. 

It would look as though this might in effect establish a quota for 
domestic production. 

One other question. Would you care to comment on the amendment 
which has been offered by me which would tend, I hope, to reduce the 
appropriation hazards of this situation by appropriating in the case of 
lead and zinc—or utilizing in the case of lead and zinc—the tariffs or 
70 percent of the tariffs for payments on the production basis ? 

Mr. Larsen. I have not given it much thought, Senator but I see 
certainly nothing wrong. 

Senator Au.orr. There is nothing original to this idea except as 
applied to metals. Everyone has talked about it. No one has at- 
tempted to do anything. I have suggested this formula for minimiz- 
ing the impact of this thing, and particularly the appropriation 
troubles. 

Mr. Larsen. Yes, which is a problem. There is no question about 
it. I don’t see where it can possibly hurt anything. 

Senator Attorr. You have not seen the amendment ? 

Mr. Larsen. No, I have not, Senator. 

Senator Warktns. Is that the one, Senator, that provides for the 
using of the income from tariffs for this fund ? 

Senator Atiorr. Yes. 

Senator Warxrns. It was estimated by some of the witnesses some 
time back that there is $10 million available. 

Senator Atiorr. Nine and a half to ten million. Last year there 
would have been $15 million available, but last year was an unusual 
year. 

I would like to ask you, Mr. Larsen, if you would, after you have 
seen that, comment on it for the committee. I ask consent that his 
letter when received be made a part of the record, Mr. Chairman. 

The Cuatrman. His comments will be made a part of the record 
when they are received. 

Senator Warkrns. While you are on the question of quotas, 1 or 2 
more questions occurred to me. I notice one of your objectives is to 
have an increased employment in the mining industry. 

Mr. Larsen. Yes. 

Senator Warktns. You realize if the market is divided between 
producers in this country and producers overseas, you might get a 
lessened production here of necessity in order to have a market for all 
the quotas allowed. Would that not be right? 
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Mr. Larsen. No, I don’t think so, Senator. We envision the kind 
of a quota that will first allow the American industry to produce to 
capacity, and then what is left will be divided among the balance of 
the world. So rather than decrease, under our proposal we think it 
would increase. 

Senator Warxrins. I can understand that would be the ideal situa- 
tion, but when you start to work out a quota system, sometimes you 
cannot do that. You know in sugar production we find that our pro- 
ducers would produce a lot more if we could do so. 

Mr. Larsen. That is right. 

Senator Warxins They are not permitted to produce to capacity. 
Tam afraid that is about the way it will work in the mineral field, if 


















1 
- we adopt that policy. So we have to be prepared for that kind of 
for situation. 
Mr. Larsen. I presume that is one of the risks you would run. 
ont Senator Watkins. One of the troubles we have in trying to adopt 
a a long-range mineral program, or any other kind of a long-range 
of program, is because of the international situation. We never know 
= from one day to the next what is going to happen. We go along 
serenely for a while and we think we have the ultimate weapons, 





everything is going to move in this direction, and we can settle on a 
pattern, and then comes Russia along with a sputnik and upsets the 
whole pattern, and you have to readjust all over again. 

Mr. Larsen. That is right. 

Senator Watkins. That is one reason we are having trouble with 
any long-range program. In fact, the whole domestic program is 
more or less in my view guided and determined by what happens in 
the foreign field under the conditions we now face in the world. 

Mr. Larsen. Yes. 

Senator Warxkins. For that reason it is going to be very difficult to 
get anything that will actually provide an increase that we can count 
on in employment. 

Senator Attorr. If the Senator would yield to me for a moment 
because I have to leave to make a quorum in another committee, [ 
would ask that a portion of the bill be inserted in the record with my 
other remarks. With the part that I read out of S. 3892, Mr. Chair- 
man, I request also that paragraph (C) on page 5, line 24, to and 
including line 11 on page 6, be included in my remarks. 

The Crarrman. It will be included in the record as requested. 

(The portion of the bill is as follows :) 
























[Excerpt from S. 3892, 85th Cong., 2d sess.] 










A BILL To stabilize production of copper, lead, zine, acid-grade fluorspar, and tungsten 
from domestic mines by providing for stabilization payments to producers of ores or 
concentrates of these commodities 
a a * * 2 * nm 
(C) Whenever the Secretary determines that the total quarterly production 
of any of the materials on which stabilization payments are to be made, as 
provided in this section, has exceeded the quarterly limitation for each of two 
successive quarters by an amount in excess of that shown in the following 
schedule: Copper, 30,000 tons: lead, 9,000 tons: zine, 15,000 tons; fluorspar 
(acid-grade), 5,000 tons; tungsten, 55,000 short-ton units. 


he shall provide that all stabilization payments on such material sold there- 
after shall be suspended until such time as he shall be satisfied that the annual 
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rate of production from domestic mines will approximate the amounts set forth 
in section 2 (A) (2) (a). 


s * * * * * 4 


Senator Warkins. I would like to proceed with some other ques- 
tions not necessarily on quotas, but it may have something to do with 
quotas. For instance, we have started in the United States a large- 
scale highway program. 

Mr. Larsen. Yes. 

Senator Warkins. Let us make that specific. Let us get it down 
to the State of Utah. Will not that program in your judgment take 
up a lot of unemployed miners and is it not now doing it? It is not 
fully underway in Utah, as I understand, but it soon will be. 

Mr. Larsen. You are speaking purely from the standpoint of em- 
ployment now. 

Senator Warkins. Yes. 

Mr. Larsen. I don’t think so, Senator. The reason I say that is be- 

sause today, under modern roadbuilding methods and the equipment 
they have, they use 10 men where 15 years ago they used a hundred, 
and you can build an awful lot of miles of road even in our moun- 
tain country in the West with a very few men. 

Senator Warxins. I realize that, but also the method of mining 
ores has progressed likewise so that has cut down the number of men 
to be used. 

Mr. Larsen. Yes. 

Senator Warkins. I remember when my dad used to work in a 
hard rock mine where everything had to be done by hand. 

Mr. Larsen. Yes. 

Senator Warkins. Now they use machinery, particularly in the 
open cut mines at Bingham. The manpower, I imagine, has been 
reduced several times. 

Mr. Larsen. That is right. 

Senator Warkins. Just by that operation alone. 

Mr. Larsen. That is right. It will help alleviate unemployment, 
there is no question about ‘that. I doubt seriously that it will take up 
all the slack in unemployment. 

If I may interrupt you a minute, I was just handed a letter here 
now in which the Midvale smelter in your own State has announced 
that they are shutting down at the end of June. There again you 
have one of the oldest lead-zinc smelters in the West. There are 4 or 5 
hundred people working in that smelter. They are making an an- 
nouncement now that they are going down. 

Senator Warkins. I expected that would happen unless we got 
some relief in this field. I personally have felt that the stockpile 
method is not very sound, because as it operated before, it increased 
production. throughout the world and they found a very fine market 
over here in which they could compete because their costs were so 
much lower than ours, particularly in the matter of labor, so that they 
could really invade this market in a big way. Our metals would go 
into the stockpile and they would practically have the market to them- 
selves. That is one of the dangers of the stockpiling program un- 
less we do have some restrictive tariffs. We can’t put on an embargo; 
that is out of the question. But this matter of tariffs is very difficult 
to impose in the present state of the world. 
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forth Mr. Larsen. Yes, sir. 

Senator Watkins. We have our allies, our American friends and 
nations here that are in production. We have all seen a recent dem- 
onstration about how they feel about anything we do to restrict. the 
purchase of any of their products. We are apparently their best 
market at the present time. We must not allow unfriendly nations 
to come in and get a foothold in this hemisphere. If we allow them 
to come in and buy up products, it is possible that next they will 
have a base, That would be dangerous to our security. We could 
not allow that. So whatever plan we work out here it is upset almost 
continually by the international situation. You may have one that 
we might think would work perfectly, or work very well, and then 
about the time we get it set up, we find something else has happened, 
and it upsets the whole arrangement again. 

Mr. Larsen. We are not saying, Senator, that either stockpiling 
or the subsidy is a complete answer to the minerals program. We 
t do say, and we say to this committee, that unless you do something 
, here there just is not going to be a lead-zine industry in the United 

States. 

Senator Watkins. I will agree with you. 

Mr. Larsen. There just will not be one. We say further that 
neither stockpiling nor the subsidy will be of benefit unless some 
method is worked out to control foreign or world production and 
the continuous dumping of that cheap ore—and it is dumping—in 
the United States. 

Senator Warkins. I agree with you on that. I think that is abso- 
lutely sound. We have to control the import somehow. The question 
is how. International agreement means you have to have a meeting of 
minds with countries which produce and the producers in those 
countries, 

Mr. Larsen. That is right. 

Senator Watkins. That is difficult to get. 

Mr. Larsen. That may be possible, however, Senator. Maybe our 
country can initiate such a meeting. 

Senator Warkrns. I think they are talking about it now. I under- 
stand negotiations are being carried on to see if a program of that 
kind can be worked out. We found out in the field of agriculture, 
sugar production to be specific, that it can be done. We have been 
able to limit production there and keep it so that each country may 
not have as much as it wants of that market, but they have some of 
it, and they can at least keep some of their people employed. It would 
seem to me that we can’t probably match m any kind of program we 
have the number employed immediately after the Korean war, or 
during the Korean war. That was an abnormal situation. 

Mr. Larsen. I agree with that. 

Senator Warkins. We must not expect to have that scale of em- 
ployment in the present world situation. Whatever it is, we will 
probably have to figure something below that to be practical. 

Mr. Larsen. I think that is absolutely right. 

Senator Warkins. That means we have to have other means, public 
works and whatnot, to absorb that excess work force. That is what 
we have tried to do through the road program and through the big 
public-works projects we have started in Utah now, the Colorado 
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project, the Weaver Basin project; that would take up quite a large 
number. My information from Utah is that unemployment is de- 
creasing in the State, and that we are picking up out there. It is not 
much worse than it was over a year ago. You never want to see any- 
body out of work if we can avoid it. 

Mr. Larsen. That is right. 

Senator Warkins. Those are the questions I have, Mr. Chairman, 

The Cramman. Are there any questions, Senator Church? 

Senator Cuurcn. I would like to say first of all, Mr. Chairman, 
that I am very happy to greet Mr. Larsen this morning, and I am 
very much interested in his testimony and in the proposals that he has 
made, which I have had an opportunity to review, because the Mine, 
Mill, and Smelter Workers Union represents approximately 3,000 
miners in the Coeur d’Alene district, and I have met most of them 
personally in the mines and I am very much concerned about their 
welfare. 

This mine district is in the midst of a very serious depression. Un- 
employment is higher than it has been in years. The major mining 
companies have cut back from a 5-day week to a 4-day week, and only 
recently we have had announcements that the Bunderhill and Sulli- 
van operation, or certain important phases of it, may shut down 
entirely in the summer months unless some kind of Government pro- 
gram can be worked out to give them the necessary assistance that 
they need. So this is a bread-and-butter proposition to a great many 
people that are my constituents. 

Therefore, I am both concerned and greatly interested in the pro- 
posals that Mr. Larsen has made this morning. 

If I could review those with you, since I didn’t have the benefit, 
Mr. Larsen, of hearing your first statement and have reviewed it 
briefly, I want to be sure I understand your proposals. 

As you have reviewed the statement, I take it that your recom- 
mendations are these: That with respect to lead and zinc, there ought 
to be at least a temporary stockpiling program for the coming year 
of 100,000 tons for lead and 200,000 tons for zine, and that the Seaton 
proposal, involving a subsidy or stabilized price, ought to be adjusted 
upward so that the stabilized price involved meets the peril-point 
levels that the administration itself pointed to last year in the Min- 
erals Stabilization Act, that being 17 cents for lead and 141% cents 
for zine. 

Mr. Larsen. Yes. 

Senator Cuurcn. Is that the whole of your recommendation, or 
have I only partially stated it? 

Mr. Larsen. There is another important point. 

We say that some method of control of production must be insti- 
tuted throughout the world, whether it be in the form of a tariff or 
an import quota or through the suggestion of Senator Watkins, that 
governments involved get together to make an effort to control this. 

This is a third and, frankly, a basic point of it. Unless you do that, 
next year we will be coming right back here with the same problem. 
Those three points are the main ones. 

Senator Cuurcu. Those are the three points in your recommenda- 
tion ? 

Mr. Larsen. Yes, sir. 
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Senator Cuurcn. I have listened to the exchange this morning that 
you have had with both Senator Watkins and Senator Allott, and I 
want to add my voice to the caveat here that has already been ex- 
pressed to stockpiling. It may very well be that owing to the ex- 
tremely urgent conditions that now face the lead and zine industry 
that some kind of stockpiling may need to be initiated. But I have 
great misgivings about the stockpiling program as a permanent part 
of the national policy for minerals, for the reasons that have already 
been well expressed. 

Mr. Larsen. So do we, Senator. Let me say there is no disagree- 
ment with that. 

Senator Cuurcu. I feel that our experience with it over a series of 
years, I feel that in the long run it does more damage to the domestic 
industry than it does good. 

Mr. Larsen. That is right. 

Senator Cuurcu. And it has the adverse effect of stimulating for- 
eign production, which in the long run adds fuel to the fire. 

Mr. Larsen. That is correct. 

Senator Cuurcu. We are in agreement there. 

I would like to say that it seems to me that there is definite merit in 
the Seaton proposal in certain particulars. We can seek to protect 
the domestic mining industry, and that is our objective on this com- 
mittee, by the tariff route or by the import-quota route, but if we 
proceed along the route suggested by the Secretary of the Interior, I 
can see certain advantages. 1 would like to mention them and I would 
like to get your reaction to them. 

Incidentally, I can also see certain disadvantages. But among the 
advantages, it seems to me, are these: 

The Government has an interest, I think, in protecting not only the 
domestic mining industry, but it must also keep in mind the general 
public interest. 

In the Seaton proposal, it seems to me that a subsidized price or a 
stabilized price for domestic production would not cause the general 
price of products containing lead and zinc and copper to go up so 
much as the tariff will, in that the tariff raises the domestic price not 
only for the imported material but for the domestic material as well, 
so that all of the lead and zinc that is marketed reflects the tariff level. 

Where subsidy is involved, the increase applies only to the domestic 
metals, and therefore the consumer does not have to pay so much in 
the way of an increased price as the tariff producers. There is a 
great interest in protecting the consumer in this country because 
metals go into practically everything the consumer buys. The market 
is so widespread that the consumer of metals, it could be said I think 
without exaggeration, is the American public at large. So I do think 
that there is that one advantage to the Seaton suggestion. 

I think there is a second advantage to it, and that is this: Tariffs 
and imports are like red flags waving as far as many of the other 
countries that are close to us in the Western Hemisphere are con- 
cerned. I was in Peru last summer, and the feeling in Peru, which 
is largely dependent upon its mining industry to a much greater de- 
gree than we are, was simply heated. There was an angry feeling in 
Peru. It was reflected on the front pages of the newspapers then, 
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owing to the fact that we were then discussing in Washington the 
imposition of higher tariffs and import quotas. 

he suggestion or the proposal of the Secretary, which seeks to 
solve this problem by way of a subsidy for domestic producers, does 
not constitute the same kind of red flag in Mexico or Guiinda or Peru 
or elsewhere in the Western Hemisphere, and therefore will not have, 
in my opinion, as adverse an effect upon our relationships with these 
countries. 

I can also see some disadvantages in the Seaton proposal, and the 
greatest disadvantage is the fact that it depends on the acquiescence 
of the Congress year by year if we are to get the necessary subsidy 
oe for domestic industry. We have experience enough to 

now that is a bad thing. Industry cannot plan on it. Investors 
cannot plan on it except on a year-to-year basis, and it brings a high 
degree of instability into the mining industry. 

So the proposal that the Senator from Colorado has made that 
perhaps if there is a way that we can finance such a program by look- 
ing toward tariff receipts—I do not know whether this is feasible, I 
do not know whether the tariff receipts are large enough to be feasible, 
I am worried about that aspect. 

Senator Warkrns. The testimony we took some time ago, it was $10 
million. The first year’s outlay of the Seaton program with copper 
in would be $180 million. So we would not get a tenth of the money 
needed for that kind of program. 

Senator Cuurcu. Yes. If we restricted it to the import duties 
imposed on zine and copper as of now. If there is a method whereby 
we can earmark the funds so that the program would operate auto- 
matically for longer than a year, then perhaps we could rectify the 
most serious defect in the Seaton proposal. Whether or not that will 
prove possible, I do not know. But I think it is an avenue that cer- 
tainly merits very careful study. 

If we can, we just have to find a way to do justice to the domestic 
mining industry, to stabilize it and to protect it, and, at the same time, 
to do so without doing serious violence to our other interests both at 
home and abroad. 

I do feel that the present crisis that faces lead, zinc, and copper is so 
serious that we must have some kind of relief, if only temporary relief, 
in this session of the Congress. 

Mr. Larsen. That is our position, Senator. 

Senator Cuurcu. I think your proposals, Mr. Larsen, are going to 
be extremely helpful to the committee in trying to work out this 
dilemma. 

Mr. Larsen. Thank you. 

The Cuamman. Senator Bible. 

Senator Bratz. Mr. Chairman, I am not going to take the commit- 
tee’s time. You know my interest in this particular field. 

Mr. Larsen, I am sorry I was not here to hear your testimony. I have 
scanned it. I think it was summed up ably by Senator Church. 

It does strike me that somewhere along the way we ought to give a 
little consideration to some of our miners that are mad at us. You 
say there are people overseas that are mad at us. I can take you to my 
State and show you a lot of miners that are doggone mad at us. I do 
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not think there is anything wrong with helping them. We have a real 
interest there. I think we are all: wrong for an answer. 

I just want to ask this question: If you had a choice between the 

uggested stockpiling of the lead and zine and the so-called Seaton 

se yilization plan, which would help your industry the most ? 

Mr. Larsen. It would be purely a guess, Senator. 

I think you have to have both of them myself. If it is a choice 
between the one and the other, I would think the Seaton proposal. 
Frankly, I don’t see how you can implement the Seaton proposal with- 


.out stockpiling. I just don’t see how you can separate the two. 


Senator Brstr. You know the dangers—there is no use of kidding 
ourselves—on the Seaton proposal. It depends on annual appropria- 
tions. 

Mr. Larsen. Yes. 

Senator Biste. We know our past history in going before the Ap- 

‘opriations Committees on both sides of the Congressional Hill. 

hough it appears to be a 5-year program, it cert tainly is dependent 
upon the dollars to go with the bill. That, of course, is the inherent 
weakness in the plan. 

Mr. Larsen. That is true. 

Senator Bree. It is a large amount of the taxpayers’ money. It 
may not be taken out of the consumer’s hide, but it will be taken out 
of the taxpayer’s hide. I think we have to recognize that. 

Mr. Larsen. If we get by the first year, maybe we get by the first 
year, maybe we can survive here. F rankly, we are in ‘the position of 
drowning. 

Senator Brste. I recognize that. 

You are desperate. If you do not get the money, you will be back 
the next year just the same as you are now in equal desper ation, and 
your cause will not be any better. 

Mr. Larsen. That is right. 

Senator Brsxe. Historic ally, that has been the past history. 

May I ask this question: If the stabilization program is enacted into 
law with implementing money, either with or without the stockpiling 
which would drain off the overhand on the world market, would that 
put back the fifteen or sixteen thousand men that have been thrown 
out of work in the lead-zinc industry ? 

Mr. Larsen. Certainly not immediately, Senator. I think it would 
take a considerable period of time. But the very fact that this pro- 
gram has been passed would tend first to st ibilize and give hope to 
the mining communities throughout the country, and secondly, over 
a period of months it would put them back. 

Senator Bratz. It certainly would firm up the industry that is going 
on now and hanging on ¢ 

Mr. Larsen. Yes. It would prevent the things like the Midvale 
smelter from shutting down, or your own Bunker Hill and Sullivan, 
Senator Church, from saying that they are doing down in August and 
September and throwing 1,500 men out of work for a couple of months. 
That much it will do. 

We sincerely hope it will provide employment and put them back 
on the job. We would like to say that it would put them back imme- 
diately, but frankly, we doubt that. 

Senator Braie. No, I can understand that. 
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You make the third point, which I think is the most important of 
all three, and seems to be the one that we futilely grope with here on 
the congressional level, and that is some type of import control, how- 
ever you arrive at it, whether it can be arrived at walehaarity or other- 
wise. 

May I ask this one question on that point, and that is all, Mr, 
Chairman. 

Have any attempts in the past been made to attempt to secure some 
type of agreement on the basis of voluntarily limitation of imports 
in the lead-zine field ? 

Mr. Larsen. I do not know, Senator, whether there have or not. 

Senator Brste. I do not know what explorations have been made 
along that line. Certainly we all recognize that is a basic part of the 
problem, and we are all groping with an answer and have been unable 
to come up with anything except pure stopgap legislation. 

Mr. Chairman, I have nothing further. 

The Cuarmman. Thank you very much for your testimony here this 
morning. You have provoked discussion which I am sure will be ver 
helpful to us in trying to solve the problems that confront us. We 
thank you very much. 

Senator Watkins. I want to add my thanks, too, Mr. Larsen. 

Mr. Larsen. Thank you. 

Senator Brete. Thank you, Mr. Larsen. You have been very 
helpful. 

(At the direction of the chairman, the following resolutions was 
ordered printed following Mr. Larsen’s testimony :) 


ELY, NEV. 


In Ely more than 1,200 men out of a total of 3,500 have been separated 
from their jobs in the copper-mining industry because of copper imports from 
cheap labor countries and they have just been informed that further reductions 
are pending in the immediate future. Other metal mines have closed for the 
same reason in that area accounting for several hundred additional men. 


RESOLUTION—-1934 TRADE AGREEMENTS ACT 


The workingmen of Bly, understanding where their competition is located 
and knowing how it was promoted, passed the following resolution in line with 
Mr. Larsen’s testimony : 

“Whereas since 1934 the legislative branch of the United States Government 
has steadily been legislating their constitutional responsibility to the executive 
branch ; and 

“Whereas the well-being of our country is predicated on our Constitution; and 

“Whereas the 1934 Trade Agreements Act is one that exemplifies the loss of 
the legislative branch’s responsibility : Now, therefore, be it 

Resolved, That the 1934 Trade Agreements Act not be renewed and the 
responsibility of tariff policy be restored to its rightful place—the Congress of 
the United States.” 

Our own State Department has long recognized that its policy of free trade 
and billions of dollars to Europe and Asia would close down and remake the 
industrial map of this Nation and has recommended that Congress appropriate 
money to train the resultant unemployed Americans for a different job and for 
transporting them to other areas. Also to reimburse stockholders of the 
destroyed industries. 

What other jobs—and what other areas? 

On the subject of just what kind of work our unemployed would be trained 
for and where they would go, and what other American products the American 
market could absorb under the system, the State Department is vague. 

This is the Russian system. However, they do not need legislation to do the 
job. 





Ww 
jabo 
go ¢ 
pay 


bet! 
STs 














LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 891 


t of With a flexible tariff the profit would be taken out of the foreign sweatshop 
2 On labor at the water’s edge, American men would go back to work and the money 
ow. so collected would go into the General Treasury to be used to lower taxes or to 
her: pay on the national debt, or both. 
The Cuarrman. The next witness is Mr. Clyde L. Flynn, Eliza- 
N bethtown, LIl., fluorspar producers. 


me STATEMENT OF CLYDE L. FLYNN, JR., VICE PRESIDENT, HICKS 

rts CREEK FLUORSPAR MINING CO., ELIZABETHTOWN, ILL., REPRE- 
SENTING INDEPENDENT DOMESTIC FLUORSPAR PRODUCERS 
ASSOCIATION—Resumed 


de 

he Mr. Frynn. Mr. Chairman and members of the committee, my 

le name is Clyde L. Flynn, Jr. My address is Elizabethtown, Ill. I 
am vice president of the Hicks Creek Fluorspar Mining Co., of 
Elizabethtown, Ill. 

s I also appear here as a representative of the Independent Domes- 

F tic Fluorspar Producers Association, a group composed of inde- 

, 


pendent domestic fluorspar producers. We do not have any captive 
mines as members, and none of our members own or operate foreign 
fluorspar mines. 

I appreciate the privilege of appearing before this committee and 
of the opportunity afforded me to make known our views on S. 3892, 
the measure proposed by the Secretary of Interior to stabilize the 
price and roihiekiais of certain domestic minerals, including 
fluorspar. 

Following the appearance of the Secretary of Interior before this 
committee on April 28, I described to you the first reaction of our 
members to the program as it had been outlined to you by the Sec- 
retary. After having heard the testimony of the Secretary and 
having reread it, I stated that in our opinion not one ton of domestic 
acid grade fluorspar would be produced under the program as it was 
presented. 

We believed that then and, after having read the actual legislation 
offered, S. 3892, we feel that our views were absolutely correct; not 
one ton could be produced and sold. 

I would like here to simply present the facts as they are in our 
industry and let this committee and the Congress determine what 
assistance is necessary if we are to survive. 

Weas an industry have long maintained that a limitation on imports 
either by a tariff or a quota, if necessary, is the proper approach to 
the solution of our problem. Westill believe so. 

However, it does not appear that such relief is available to us at this 
time. Until such time as that form of relief is provided, we feel that 
we must use the next best substitute. That, of course, is S. 3892. But 
in order for S. 3892 to be of benefit to our industry, and I certainly 
believe that the Secretary of Interior so intended it to be when he 
presented it to the Congress, certain modifications must be made. 

In order to be sure that the modifications which we propose are 
fully understood, it is first essential that we take a brief a at this 
little known but extremely vital mining industry. Without these 
proposed modifications, the Secretary’s legislation would provide no 
assistance for the fluorspar industry. 
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Fluorspar occurrences are noted in 15 States. All of these States 

have had fluorspar production until cheap foreign imports made 
roduction impossible. Today there is production only in Montana, 

Utah, Colorado, Kentucky, and Illinois. There may some small 
production just across the line from Utah in Nevada. 

Today all independent production of domestic fluorspar is com- 
pletely dependent upon Government purchase programs. When these 
program, as well as freon gas and other fluorine chemicals; metal- 
excess of 75 percent of total domestic production, will close. 

Fluorspar mines produce three commercial grades of fluorspar from 
their crude ore: Acid grade fluorspar essential to the production of 
aluminum, hydrofluoric acid, atomic energy, high octane gasoline, 
fluoro carbon compounds, oxidizing agents for our rocket and missile 

rogram, as well as freon gas and other fluorine chemicals; metal- 
urgical grade fluorspar essential to the production of steel; and ce- 
ramic grade fluorspar for the ceramic trade. 

These three grades differ from each other only in their physical 
characteristics and purity. Acid grade fluorspar is finely ground 
and of the highest purity, containing more than 97 percent calcium 
fluoride. 

Ceramic has the same size but is not of such high quality; metallur- 
gical grade fluorspar is of gravel size usually minus 114 inch and plus 
10 mesh. I will touch upon the grade of metallurgical later. 

First I would like to suggest a minor technical correction in S. 3892. 

Acid grade fluorspar is classified in the Tariff Act, and regarded 
in the trade and by the Office of Defense Mobilization, which classifies 
it as strategic and critical, as fluorspar containing more than 97 per- 
cent calcium fluoride, not as defined in the legislation. The bill 
should be corrected in this respect. 

Next, however, and of equal importance with the price differential 
provided in S. 3892, is the basic matter of prices. S. 3892 provides for 
a base price of 48 per short dry ton f. o. b. Rosiclare, Ill. 

I need not remind this committee that Public Law 733 carried a 
price of $53 per short ton f. o. b. producer’s mill without a basing 
point, and for good reason, as I believe you will see. That price was 
decided upon when a price of $47.50 had closed or was closing every 
independent producer in the country. Since the enactment of that 
law, all producers have given two wage increases and most are com- 
mitted toa third. That price of $53 did not open any new operations 
and the profit was so small that not one ton of captive ore has been 
offered under the program. 

Under the proposal in S. 3892, the concentrate must be dried, in- 
creasing the cost by $2 or $3 per ton. Furthermore, producers under 
S. 3892 must bear the transportation costs from mill to either railroad 
cars or barges, adding another dollar per ton to our cost. Using 
Rosiclare, Ill., as a basing point is completely unrealistic and has been 
for a number of years. To do it will have the net and immediate ef- 
fect of completely stopping all western acid grade fluorspar pro- 
duction. 

Obviously, if the program is to work for acid grade fluorspar, a 
price of $56.50 must be provided and must apply f. o. b. cars or 
barges point of shipment. This price of $56.50 only takes into con- 
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b ine sideration the increased costs which the producer must assume under 
na the new program, drying and transportation. 
hall But a stated price alone will not solve the problem. Of equal im- 
portance is the differential or stabilization payer which is proposed 
m- to enable us to obtain some share of the domestic fluorspar market. 
ose S. 3892 provides for $8 per ton. Just how realistic and how effective 


al. would this $8 pene be? 

Foreign acid grade fluorspar is available on the east coast, on the 
ulf coast, and at Montreal for Cleveland consumption at a price of 
of $35 per short ton. Allowing $5 per ton, which is generous, for dry- 
ing and transfer, we have a delivered price to consumers, ready for 


Ie use, of $40 = ton for acid grade fluorspar. In order for domestic 
1. acid grade fluorspar from Rosiclare, [ll., the nearest shipping point 
\. to be competitive at Carneys Point, N. J., a Sip ert east coast 

point, we would have to sell domestic acid grade fluorspar for $22.62 
l per ton f. o. b. Rosiclare, or a differential of $33.88. That is the 


] farthest point. 
In order to be competitive at Cleveland, again from the nearest 


shipping point, Rosiclare, domestic acid grade fluorspar must sell for 
$29.01 per ton f. o. b. Rosiclare, or a differential of $26.49 per ton. 

Coming closer to Rosiclare, although to a smaller consumer, at 
Joliet, [1l., imported acid grade fluorspar is available, ready for use 
from the gulf ports via Mississippi River and Illinois River and 
canal for $43 per ton. To be competitive, Rosiclare ore must sell for 
not more than $35 f. o. b. Rosiclare, or a differential of $21.50. 

Shipping domestic acid grade fluorspar to another small consumer 
at Calvert City, Ky., only 60 miles from Rosiclare, would require the 
same differential of $21.50. 

Looking at western production and natural market areas, we find 
that production from Colorado would naturally go to Houston; Baux- 
ite, Ark., or Baton Rouge. Imported acid grade fluorspar is avail- 
able at these three points for $49.04 at Houston, $51 at Bauxite, and $51 
at Baton Rouge. To be competitive from Colorado, the stabilization 
payment for domestic acid grade fluorspar would need to be $20.37 
for Houston sales, $19.72 at Bauxite, Ark., and $21.41 at Baton Rouge. 

Producers in the Darby, Mont., district, or Delta, Utah, district, 
would look to the Nichols, Calif., area for an outlet. There imported 
acid grade fluorspar is available at $61.01 delivered. To meet this 
competitive price, which quite likely could be reduced, since there 
is presently no west coast competition, a shipper from Darby or Delta 
would have to offer his domestic material at $40, requiring a stabiliza- 
tion payment of $20 per ton to offset the cost differential. 

Senator Warkrns. May I ask a question there? 

Mr. Fiynn. Yes. 

Senator Watkins. Are you talking about acid grade ? 

Mr. Fiynn. This is entirely acid grade to this point. 

Senator Warxins. Then you are going into the metallurgical ? 

Mr. Fiynn. Yes, sir. 

Turning now for a moment to the metallurgical grade fluorspar, 
which is not included in the program but must be if we are to have a 
fluorspar industry, except for a small fraction, domestic metallurgical 
grade fluorspar now goes to the Government. Domestic mines cannot 
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compete with imported material and have been unable to do so for 
a number of years. 

Metallurgical grade fluorspar is produced from the same ores as is 
acid grade cecen A well-integrated operation can and does pro- 
duce both grades. In ordinary practice, the fines from metallurgical 

roduction go to acid production. A mine that normally produces 
both grades would increase the cost if only one grade is cealiiall 

Government purchase programs for domestic metallurgical grade 
fluorspar will end this year. ough I should point out that Commod- 
ity Credit Corporation is currently negotiating contracts for 100,000 
tons of foreign metallurgical grade fluorspar, the ending of Govern- 
ment purchases of domestic metallurgical grade will see all domestic 
production ceasing. 

There is no captive production of metallurgical grade fluorspar. 
They have been out of business for some 4 or 5 years now. 

Operations in Montana, Utah, Illinois, and Kentucky will close, 

General Services Administration currently is paying $34.50 per 
short dry ton for 60 percent effective, $38.50 for 70 percent effective, 
and $39.50 for 7214 percent effective metallurgical grade fluorspar, 
f. o. b. shipping point. That price has resulted in about 125,000 tons 
per year of domestic production ; not, in my opinion, nearly a sufficient 
tonnage to safeguard national security. 

In order to have the most efficient management of our reserves and 
insure some degree of security, production should be 140,000 tons to 
150,000 tons annually. Furthermore, provision should be made for 
payment for higher grades of metallurgical fluorspar at the same rate 
of 55 cents per effective unit on fluorspar of 75 percent, 80 percent, 
and 85 percent effective units, abolishing 7214 percent, the 55 cents 
being the rate presently authorized by the Office of Defense Mobiliza- 
tion and paid by General Services Administration. 

The consuming industry prefers a higher grade, but no program has 
been provided to encourage its production. Metallurgical grade 
fluorspar, along with acid grade, was one of the first materials placed 
on the strategic and critical list. 

Imported metallurgical grade fluorspar containing a minimum of 70 
effective units is available, duty-paid, at the border for about $17.50 
per ton. This is approximately the price Commodity Credit Corpora- 
tion is using in negotiating the contracts to which I previously 
referred. 

In order to equalize the differential between domestic costs and for- 
eign costs, a stabilization payment of $24 is required. This would 
enable the Montana, Utah, Nevada, Arizona, Illinois, and Kentucky 
producers to compete for the tonnages which we propose in the current 
legislation. 

These prices and differentials are the bare minimum necessary for 
the continued operation of our domestic fluorspar mines. They will 
not create an expansion in production of acid grade or metallurgical 
grade fluorspar. These payments will permit a modest exploration 
program, sufficient perhaps to find a new ton of ore for each ton 
mined. But we have, as an industry, never asked for more support 
than was absolutely essential for our continued existence. 

We believe now, as we have for the past few years, that sometime 
during the 1962 to 1966 period, with new uses and expansion of pres- 
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ent uses of fluorspar, domestic consumption will have reached a level 
sufficient to require the maximum production from domestic and for- 
aign sources at a pr ice level sufficient to maintain a healthy domestic 
industry. This does not take into consideration consumption abroad 
which surely will increase during this period. All we ask is to be 

iven sufficient assistance to enable us to hold on during this period of 
increasing consumption until we can compete with imports and oper- 
ate as a healthy mining industry. 

Two further changes in the legislation under consideration are nec- 
essary. The provision regarding newly mined ore must be clarified. 

I am sure that this committee, as well as the Secretary of the In- 
terior, is aware that mines always maintain a stockpile of crude ore 
from which they mill and to w hich the daily mine output is added. 
This maintenance of a stockpile is even more necessary in Western 
and Northern States where winter mining cannot be carried on. I 
am certain that the Secretary of Interior did not mean to exclude this 
normal inventory from the operation of the program, but the defini- 
tion given would so exclude it. 

Senator Brste. Mr. Chairman, at that point may I ask Mr. Flynn 
a question for the record ? 

Have you any figures of the normal amount of inventory ! 

Mr. Fiynn. It ‘depends on the size of the mill. Ordinary mines 
try to carry an inventory sufficient to operate from 3 to 4 months 
without mining. 

Senator Bratz. As of today, how much is in stockpile in the fluor- 
spar industry ? 

Mr. Fiynn. Finished or crude ore. 

Senator Brsie. Crude ore, which you would not classify as newly 
mined ore ? 

Mr. Fiynn. No, it would not be. Probably 80,000 tons of crude 
ore for 8 mines from which 25 ,000 tons of finished ore would be pro- 
duced. But at the same time that was being milled, there would be 
new ore added to that stockpile. 

Senator Briste. I recognize that. 

The point you are making here is that that 80,000 tons should not 
be excluded; it should be permitted to operate under the terms of the 
stabilization plan ? 

Mr. Fiynn. That is right. 

Senator Bratz. Thank you. 

Mr. Fuynxn. A further limitation, and perhaps this may only apply 
to fluorspar, is the quarterly limitation imposed on producers. Prac- 
tically all fluorspar sales are for annual periods. <A producer obtains 
a contract for a certain tonnage, delivery to be made over the follow- 
ing year. Fluorspar is not hawked from door to door in a pusheart 
and ‘little tonnage is sold on odd lot orders. A consumer is interested 
in a depend: able source of supply for not less than a 12-month period. 

I might add, some of these contracts are much longer than a year. 
They have an annual price renewal clause. 

Perhaps the Department of Interior was not fully aware of this 
practice in the eee industry, but the most casual i ueeeanticih 
would reveal it. For this reason the quarterly limitation on ve 
ducers must ran be modified if fluorspar production under S 
3892 is to be achieved. 
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I would now like to make a further observation on S. 3892 which 
I believe should apply to all minerals covered by this bill. 

The prices and tonnages provided for in this bill, and as I have 
suggested for metallurgical grade fluorspar, would remain fixed for 
5 years. To me it appears extremely doubtful, in fact nearly im- 
possible, for a producer to assume that he could mine and sell ore § 
years hence for the same price he can today. 

I would suggest that prices be tied to the Bureau of Labor Sta- 
tistics, nonferrous metals index; as it increased or decreased, the 
prices in this bill would move accordingly. Furthermore, the ton- 
nages provided in S. 3892 will, particularly in the case of fluorspar, 
become ceilings on production. They represent a percentage of 
domestic consumption for 1957. 

I strongly urge that provision be made in S. 3892 for the mainte- 
nance of this percentage, as consumption increases. So at the end of 
the program 5 years from now, our relative position would be the 
same as it is proposed under S. 3892. 

The above suggestions represent the absolutely essential changes 
which are necessary if S. 3892 is to provide relief for the fluorspar in- 
dustry. They would, if adopted, provide no great profit for the op- 
erators but would permit continued operation of the mines and pro- 
duction of fluorspar to the benefit of the United States. Some de- 
gree of economic stability will be provided in the communities that 
are wholly dependent upon fluorspar mining. A degree of national 
security will be achieved by our having some material fluorspar pro- 
duction at home and not becoming wholly dependent upon foreign 
sources of supply. 

Unless there is legislation, all independent fluorspar mining will 
cease in this country at the end of this year. 

In summary, Mr. Chairman, if we are to achieve the desirable objec- 
tives outlined by the Secretary of the Interior, it is essential that: 

1. A price of $56.50 f. o. b. shipping point be provided for acid- 
grade fluorspar. 

2. Metallurgical-grade fluorspar, up to 140,000 tons per year be 
included at present General Service Administration prices authorized 
by the Office of Defense Mobilization, allowing for higher grades at 
the same price per effective unit. 

3. The stabilization payment on acid-grade fluorspar be set. at $26.50 
per ton and metallurgical grade be set. at $23. 

4. Prices should be tied to the Bureau of Labor Statistics, nonfer- 
rous metal index, and the relative percentage of increase consumption 
represented by the program be maintained. 

5. The technical changes on the definition of acid-grade flourspar, 
newly mined ore, and the quarterly limitation on producers be changed 
as suggested. 

Mr. Chairman, that completes my prepared statement. 

I want to thank you and the members of the committee for the op- 
portunity of appearing before you. I shall be glad to answer any 
questions which you may have or furnish any added information re- 
specting our industry that you might desire. 

Mr. Chairman, a witness appeared Monday and there were 2 or 3 
questions raised at the hearing that I would like to comment on that 
I don’t have in my statement. 
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The statement was made that the grade of ore in the United States 
is extremely low. The inference was in this particular case that 


Canadian ore was higher grade than domestic ore. 


I think the state- 


ment of the witness that was included in the record would show that 
the mine-run Canadian ore is about 30-percent calcium fluoride. 
means that something over 3 tons crude ore would have to be mined in 


order to produce a ton of plus 97-percent acid-grade fluorspar. 
Our domestic ore runs a little higher grade than that. 
35 percent is a good grade of ore anyw here. 


ores here as the inference was made. 
Second, there was a question of making what we call pellets, or 


pelletizing concentrates to use in the steel industry. 
has been going on for some time. 


That 


We think 
We don’t have low-grade 


That practice 
As a matter of fact, two of the steel 


companies prefer these pellets to the ordinary gravel fluorspar and 
pay a premium for this material, the reason being that there is no 
ne material when you have pellets and the furnaces don’t have stack 


losses. 


Another statement that was made was to the effect that the steel 
companies do not use 60-percent effective metallurgical-grade fluor- 
spar. Asa matter of fact, some companies prefer 60-percent effective 
metallurgical-grade fluorspar, and even though other ore is available, 
they are using it today and they prefer it. 

One further point on that. 


fluorspar. The reason im 
comes at the low rate of 


have to pay the higher rate of duty. 


I think it was brought out in connection 
with this ceramic-grade fluorspar to which I refer red, that the ore 
that is actually being imported into this country and used as ceramic- 
grade fluorspar is over 97 percent fluorspar, which makes it acid-grade 
vorters bring this grade in is because it 


5 


uty, $1.87 a ton. If they brought in the 
ordinary ceramic fluorspar in the 90- to 96-percent bracket, they would 


It is cheaper to bring in the 


higher-grade ore because of the $6.50 per ton difference in the duty. 

There is one question I would like to have in the record so that, 
perhaps, you can get an answer when the Secretary appears. That 
was the question I raised when I first appeared, right after the Secre- 


tary outlined his program. 


That is the question of whether captives 
‘an participate in this program; that is, captive-mine operators. 


Can they participate in this program ? 

It is not clear in my mind whether they can or not. 

The Cuarrman. We intend to investigate that and propound that 
question to the Secretary when we meet with him tomorrow. 

Mr. Fiynn. That is fine. 
say, I will answer any question you have on this industry. 


The Cuatrman. Are there any questions, Senator Watkins? 


That is all I have, Mr. Chairman. 


Senator Watkins. I have 1 or 2. 


First of all, I would like to say that this is a very able statement 


and I appreciate it very much. 
Mr. Fiynn. Thank you, sir. 
Senator Warxins. You spoke of an increase in use of fluorspar. 


You think after not too long a time that will happen and it will keep 


the mines going. What are the reasons? 
Mr. Ftynn. You mean the reasons for the increase ? 


Senator Warkrns. Yes. 
time as compared to now? 


What uses are going to be in vogue at that 


AsI 
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Mr. Fiynn. There will be some new uses that we know of that are 
in the experimental stage right now. One is a process where you take 
a hydrocarbon compound and break it down and put fluorine in and 

roduce fluorocarbon compound. One place where that is used is in 
ubricating oils. The Minnesota Mining & Manufacturing Co., I 
think, have the patents on that. I am not sure. I know Dupont is 
working on the same thing. 

You can use it in the case of lubricating oil so that the oil cannot 
burn. You remove the hydrogen from the hydrocarbon compound 
and replace it with fluorine, achieving a fluorocarbon compound. 

Paints are another illustration. They have made paint with a 
fluorocarbon base. They can burn the wood away and the paint is 
still there. You cannot burn it. 

Another use is in air-conditioning. This employs freon gas that is 
made from acid-grade fluorspar. That is where one of the great in- 
creases in consumption will come. Increase in metallurgical-grade 
fluorspar will be tied to the steel industry. As it expands, metallurgi- 
cal consumption will expand. 

The air-conditioning industry, as we see it, is in for a tremendous 
expansion. Every air-conditioning unit has to have freon gas in it. 
That freon gas is produced from acid-grade fluorspar. The aerosol 
bombs and propellants, that gas propellant is produced from acid- 
grade fluorspar. As that production increases, that will require more 
acid-grade fluorspar. 

The fluorine part of the chemical industry, that uses fluorine is just 
in its infancy. The best informed estimate is that somewhere during 
the period that I have mentioned in my statement, consumption of 
acid grade fluorspar will probably reach a million tons a year. 

Senator Watkins. Can you see how that increase has been going? 

Mr. Fiynn. The rate of increase has been faster in the fluorspar 
industry than any other industry. 

Another field that will require more and more acid grade fluorspar 
is the atomic energy field. You cannot produce atomic energy with- 
out acid-grade fluorspar. It is just as indispensable to the atomic- 
energy programas is uranium. Particularly as commercial uses come 
about, there will be an attendant increase of consumption of acid- 
grade fluorspar. 

Senator Warktns. Do the solid fuels you are talking about require 
fluorspar ? 

Mr. Fiynn. Fluorine is the best oxidizing agent that we have for 
rockets and missiles. I think a factor of 406 was the theoretical maxi- 
mum for the chemical fuels. By the use of fluorine, they get up to 
about 385, and that is about as close as you can get outside of the 
laboratory. 

Senator Warxkrns. You mentioned stack losses. I am interested 
in this because we have had a problem with United States Steel at 
Geneva, because of the fluorine damage. Does your statement have 
anything to do with that kind of a situation ¢ 

Mr. Fiynn. The situation comes about in this way: 

The metallurgical grade fluorspar specifications provide that it 
shall contain not more than 10-percent material which can pass 
through a 16-mesh screen. That means it is extremely fine. When 
you throw that into the furnace, that fine material, the minus 16 mesh, 
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just goes up the stack. That is where they lose that much of the 
fluorspar that they put in. If they pelletized it, or if you had a 
well-integrated mining operation where you could screen out all of 
the fines and the mill would get only the actual gravel, then you would 
not have that condition. 

Under the way we have to operate today, we have to put fines in 
with the metallurgical, the maximum allowable 10 percent, because 
we cannot sel] them as acid-grade fluorspar. There is not enough 
sales outlet for us to make acid grade and sell it. 

Senator Warktins. This particular problem is of great interest 
to the people of my State because we have had difficulty there with 
fluorine damage from the United States Steel plant at Geneva, Utah. 
If they used ‘pellets there, would that be one of the methods that 
they are now using to reduce those damages ? 

Mr. Frynn . They don’t use pellets at G eneva, but it is one way to 
stop that. 

Senator Warkins. I am not acquainted with the process they have 
finally evolved and developed, but they claim they now have reduced 
the damage to : point where it 1s no longer a matter of concern. 

Mr. Fiynn. I think that is right, sir. I “think they have what they 
call a collector. I am not sure of the terminology they use. It does 
precipitate these fines and keep them from doing damage. 

Senator Warxrns. Then there is a reason for hope for the industry 
in the fact that there will be a heavy increase in the use of this 
particular mineral ? 

Mr. Fiynn. I don’t think there is any question about that, Senator. 

You have a situation where there is only so much of it available. I 
don’t think it is going to be too long. I find myself in agreement 
with Mr. Seibert on this, in the not too distant future there will be a 
worldwide shortage of fluorspar. The question is whether the do- 
mestic producers shut down and wait until the demand is sufficient to 
reopen or whether the importers have to shut down. 

As between the two, I want to keep domestic mines in operation. 

Senator Warxins. Would you support a quota program for this 
mineral ? 

Mr. Fiynn. Yes, sir, that is the only realistic approach to the 
fluorspar pr blest 

Senator Warxins. Would you think that would be preferable to 
the stabilization program ¢ 

Mr. Fitynn. It would be; yes, sir. 

We have advocated, Senator, that we have half of the market. We 
have never asked for more than that. Not too long ago the domestic 

industry supplied all the fluorspar requirements of this country. But 
we would be willing now, and particularly in view of the increased 
consumption, to settle on a 50 percent basis. Let us have half of it 
and the importers have half of it. 

Senator Warxr1ns. Would that require any tariff control? 

Mr. Fiynn. No, we would not need a tariff in that situation. 

Senator Warkins. If you had a quota, no. 

That is all. 

The Coarrman. Senator Bible. 

Senator Brete. Mr. Chairman, I have only a couple of questions. 
Do you have an estimate of what the cost of the stabilization pro- 
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gram would be insofar as acid-grade fluorspar is concerned at the 
increased price of $56.50, which you suggest, and the payment set at 
$26.50 rather than at $8 ? 

Mr. Fiynn. Senator, I think you could take the $26.50 and multiply 
it by the 180,000 tons, because I am sure most producers will require 
that $26.50 in order to operate. 

Senator Watkins. They will require the complete $26.50 to operate? 

Mr. Fiynn. I expect most of them will. I anticipate the foreign 
producers still have profit enough left to cut their prices further. 

I would like to point this out: The figures whisk the Secretary of 
the Interior used, and I am sure it accounts for the wide difference 
between his estimate and our estimate, he used prices which were in 
effect, I believe, about the first of the year. During this session of 
Congress, there have been several bills introduced on the House side 
which would increase the duty on acid-grade fluorspar as well as the 
metallurgical grade fluorspar. At the time those bills were intro- 
duced, the price on the east coast was about $50 a ton for acid-grade 
fluorspar. But since those bills were introduced, the foreign pro- 
ducers cut their price to the $35 I mentioned here, so that accounted 
for the $15 that we have to figure on that the Secretary didn’t take 
into consideration when he made this proposal. 

I am certain that prices will go down another $2 or $3 per ton if 
this program goes through. I think the foreign producers will reduce 
their price $2 or $3. 

Senator Brste. Then a direct answer to my question is that the 
maximum liability of the United States Government to carry out the 
acid grade fluorspar stabilization plan as suggested by you would be 
180,000 tons multiplied by $26.50 a ton ? 

Mr. Fiynn. That is right. 

Senator Bratz. That would be the maximum ? 

Mr. Fiynn. That is right. 

Senator Bree. If metallurgical grade fluorspar is to be added to 
the program, as you suggest, then the maximum liability there would 
be 140,000 tons, multiplied out by $25 per ton; is that correct? 

Mr. Fiynn. That is right. That would be the maximum in each 
case ; yes, sir. 

Senator Brete. Insofar as the acid grade fluorspar program is con- 
cerned, the maximum liability, in your considered judgment, is the 
probable liability ? 

Mr. Fiynn. I think so, yes. 

Senator Bratz. Because of the state of the industry ? 

Mr. Fiynn. Yes. 

Senator Brete. And increase the cost of Public Law 733 insofar as 
it concerned fluorspar from $53 per ton to $56.50 per ton, because of 
the different. specifications requiring a dry concentrate; is that right? 

Mr. Fiynn. That is right. 

Senator Brsix. Those costs plus the shipping point plus the in- 
creased labor cost account for the $3.50 a ton; is that correct ? 

Mr. Fiynn. That is correct. 

When you stockpile acid grade concentrate, you don’t stockpile it 
in dried form. It is too difficult to handle. It is much like trying 
to handle water. If you have 4 or 5 or 6 percent moisture content, 
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then you can handle it like damp sand. It is finer than sand. When 
you ship to a consumer, the consumer wants the concentrates dry. He 
wants to use them. We would have to dry them if we sold to the 
consumer. 

Senator Brste. Does the fluorspar industry suggest a purchase and 
stockpiling program in addition to the stabilization suggested ? 

Mr. Fiynn. No, sir. I think we are one of the victims of stockpil- 
ing. We have had about all of that that we care for, we would only 
ask for stockpiling as a last final resort. 

Senator Brste. Would the stockpiling of any fluorspar that was in 
stock at the present time be particularly helpful. 

Mr. Fiynn. There are no large stockpiles of finished material on 
hand, Senator. 

Senator Briere. In that respect, your problem is not similar to 
either copper, lead, zinc, or tungsten; is that correct ? 

Mr. Fiynn. No, sir; it is not. 

Senator Bisie. I have no further questions, Mr. Chairman. 

Thank you very much; you are always helpful, Mr. Flynn. 

The CuatrmMan. Thank you. 

There is to be a joint session of Congress today, and I assume we 
better take a recess at this time until 2 o’clock. 

(Thereupon, at 12:05 p. m., the committee recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


Senator Biste. The committee will be in order. 

Mr. Repwine. Mr. Chairman, some 10 days ago, when witness Kara- 
sik was testifying, Senator Malone asked the ‘witness to furnish the 
committee with certain data regarding the individual members of his 
association. We have several letters in response to Senator Malone’s 
request. I ask permission to insert those letters at this place. 

Senator Brste. Without objection, that will be done. 

(The documents are as follows :) 


THE Ore & CHEMICAL CorpP., 
New York, N. Y., June 13, 1958. 
Surrey, KArasik, Goutp & Erron, 
Washington, D.C. 
(Attention Mr. M. Karasik.) 

GENTLEMEN : Referring to page 1454 of the stenographic transcript of hearings 
before the Subcommittee on Minerals, Materials, and Fuels, we are pleased to 
submit the following data on our company: 

Name: The Ore & Chemical Corp. (incorporated in the State of New York). 

Headquarters: 80 Broad Street, New York, N. Y. 

General business: Nonferrous metals, residues, and serap; ores; fluorspar; 
chemicals ; semimanufactured metal products. 

Interest in fluorspar: United States sales agents of Gewerkschaft Finster- 
grund, Baden Baden, Germany. 

Connections with United States Government: We have no Government con- 
tracts or barter dealings with the United States Government, for fluorspar. 

Other information: We do not manufacture products from fluorspar. 

Very truly yours, 
BE. Muapan, Vice President. 
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SAMINcoRP (SoutH AMERICAN MINERALS 
& MERCHANDISE CorpP.), 


New York, N. Y., June 138, 1958, 
Surrey, KarAsikx, Goutp & Erron, Esqs., 


Washington, D. C. 


GENTLEMEN: As a member of the Flourspar Importers and Producers Inst). 
tute, we are submitting the following information about our company : 

1, We are a New York corporation, organized under the laws of the State of 
New York. 

2. We are the exclusive United States import sales agents for two mine 
operators situated at Cagliari, Sardinia, producing acid-grade filtercake fiyory. 
spar. 

We are also engaged in the following business activities: 

(a) General agents in the United States for the Hochschild interests 
throughout South America. 


(b) Importers of zinc, lead, copper, and other minerals supplied to 
American industry. 

(c) Purchasing agents for the Hochschild group for export to South 
America of American mining machinery, chemicals, metals, and other 
industrial products. Our South American affiliates hold exclusive agency 
agreements with the major producers of the American chemical and metal 
industries. 

(d@) Independent traders in metal, scrap, and chemicals for domestic 
consumption as well as in the export and import of these commodities, 

3. In order to support the continuity of production of acid-grade filtereake 
fluorspar, we have advanced substantial sums of money to our Sardinian 
producers so that modern equipment could be installed for more efficient and 
increased production by our mine operators for increasing their production 
for American consumption. 

4. Although we did not have a direct contract with the United States Goy- 
ernment, we did ship 15,000 tons of Sardinia acid-grade filtercake fluorspar 
to the United States during 1955 and 1956 for the United States stockpile under 
a contract with North American Continental Grain Co., of New York. North 
American had a barter contract to supply acid-grade filtercake to General 
Services Administration in exchange for grain purchased by them from the 
Department of Agriculture. 

Respectfully submitted. 


ERNEST FRAENKEL, Chairman of the Board. 
P. S.—Presently we employ 52 people in our business activities. 
BK. F. 


ARNOLD H. MILLER, INc., 
New York, June 12, 1958. 
Re legal representation of members of Fluorspar Importers and Producers 
Institute. 
SENATE INTERIOR MINERALS SUBCOMMITTEE, 
Senate Building, 
Washington, D. C. 
(Attention: Chairman Murray.) 


Deak SENATOR Murray: This will please certify that as a member of subject 
institute, our interests are being represented before your committee by Counselor 
Monroe Karasik, of the firm of Surrey, Karasik, Gould & Efron. 

As for my connection with the fluorspar industry, I can state that I am 
sole representative of, consulting engineer to, and a member of the board of 
directors of Fluoruros, 8. A. with head offices in Goya 67, Madrid, Spain, whose 
fluorspar mines are situated in Asturias, north Spain, on the Bay of Biscay. 

Fluoruros, 8. A. was acquired by purchasing the fluorspar properties from 
the Allied Blocked Property Commission following World War II to whom the 
ownership of the properties had been delivered by the Spanish Government and 
which were confiscated from the Germans. These properties have been devel- 
oped from a production of approximately 5,000 to 6,000 tons of metallurgical 
fluorspar per year to approximately 20,000 tons metallurgical and 30,000 tons 
of acid grade per year as of last year and will have a potential capacity of 
better than 100,000 tons per year upon completion of the beneficiation plants 
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now being installed near Ribadesella situated some 75 kilometers on the Bay 
of Biscay east of Gijon. 

This increase in production has been achieved largely through the installation 
of equipment which was purchased in the United States with a loan from the 
Bxport-Import Bank in the amount of $400,000 which is to be paid back over a 

od of 25 years from 1953 at a rate of interest of 3 percent. It was our 
gnderstanding when the money was borrowed for the machinery that the repay- 
ment would be made from imports of fluorspar into the United States. We did 
pot require moneys for the installations in Spain or anything outside of the 
cost in the United States of the machinery and the shipping on American boats 
of the equipment to Spain. 

[am not a buyer and seller of fluorspar. I am a producer of fluorspar and 
ny only function is that of Fluoruros, 8. A., of Spain. 

Respectfully yours, 














ARNOLD H. MILLER. 












ASSOCIATED METALS & MINERALS CORP., 













uth New York, N. Y., June 13, 1958. 
ther SUBCOMMITTEE ON MINERALS, MATERIALS, AND FUELS, 

ney United States Senate, Washington, D.C. 

etal (Attention: Hon. James E. Murray, chairman.) 

GENTLEMEN : In accordance with the suggestion made at the hearing on June 11 
tie (p. 1454) we desire to give you the following information concerning this com- 
ee, pany and its business. 
ke Associated Metals & Minerals Corp. is a corporation organized under the laws 
an of the State of New York in 1926. It is an importer, exporter, and dealer in 
nd ores, minerals (including fluorspar), metals, chemicals, steel, and certain by- 
mm products. 

It imports and sells domestically large quantities of acid-grade fluorspar for 
ys commercial use. It has had in the past several contracts with the General 
r Services Administration which are classified. We assume that information con- 
r cerning these contracts can be obtained by the committee from General Services 
Administration. It also has had one contract with Commodity Credit Corpora- 


tion for the delivery of acid-grade fluorspar on a barter basis, for approximately 
50,000 dry tons of Italian origin, which has been completed. 

It now has an agreement with the Commodity Credit Corporation on a barter 
basis for approximately 50,000 tons of metallurgical fluorspar of Mexican origin. 
This latter transaction has, we think, no relevancy to the present hearing. 

If there is any further information which we can furnish germane to the 
present proceeding we will be glad to do so. 

Very truly yours, 











F. A. Lissaurr, President. 


Mr. Repwine. May this comment be made to develop a thought that 
Senator Malone had at the time. These letters show that one of the 
members, South American Minerals & Merchandise Corp., in 1955 and 
1956, furnished 15,000 tons of Sardinian acid-grade filtercake fluorspar 
to the United States for stockpile under a bater program. 

In the case of Arnold H. Miller, Inc., its mine in Spain was the 
beneficiary of the $400,000 loan from the Export-Import Bank, to be 
paid back over a period of 25 years from 1953, at an interest rate of 
dpercent. That was for the development of its Spanish mine. 

In the case of the Associated Metals & Minerals Corp. under the 
signature of their president it states that it has made delivery under 
the barter program of approximately 50,000 dry tons of fluorspar of 
Italian origin. In addition thereto it has recently introduced an 
agreement with the Commodity Corporation on a barter basis for 
approximately 50,000 tons of metallurgical fluorspar of Mexican 
origin. 

Thank you, Mr. Chairman. 
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together with the statement and analysis of Mr. Redwine. 






of the American Manganese Producers Association. 


PRODUCERS ASSOCIATION 


Mr. Apxerson. Thank you. 














Adkerson. 
Mr. Apkerson. Thank you. 
Senator Bree. Do you havea prepared statement, sir ¢ 
Mr. ApKerson. No; I do not. 
Senator Brstz. You may develop the subject in your own way. 

Mr. Apxerson. My name is J. Carson Adkerson from Woodstock, 
Va., speaking for the American Manganese Producers Association. 

Senator Biste. At that point you might for the record indicate who 
are component members of the American Manganese Producers Asso- 
ciation. 

Mr. ApKerson. Manganese producers in the United States? 

Senator Brste. About how many ? 

Mr. Apkerson. Fifteen to 50 all told. 

Senator Bisxe. It is a voluntary association ¢ 

Mr. Apxerson. It is a voluntary association organized in 1927 by 
the producers themselves, purposedly as stated on the letterhead to 
encourage the beneficiation production and use of domestic man- 

anese-bearing ores. We have been functioning since 1927 with offices 
in Washington. 

Senator Brste. Very well, you may proceed. 

Mr. Apxerson. I appeared before this committee earlier in these 
same hearings and I asked permission at that time and it was granted 
that I may make a supplemental statement before the hearings closed. 
I will ask that this be considered as a part of the supplemental state- 
ment. 


Senator Brste. This will be considered as your supplemental state- 
ment. 

Mr. Apxerson. I also ask at the end of these hearings if it is con- 
sidered advisable by the committee that I can still file a | supplemental 
statement. 

Mr. Repwine. Mr. Chairman, may I interrupt at this point to say 
that Chairman Murray has asked to be announced this afternoon that, 
due to the lateness in the session, anyone wishing to file a supple- 
mental statement will have until Saturday of this week because we 
want to send the transcript to the printer as quickly as possible. 

Senator Briere. I think it is very apparent that, since it is this late 
in the session, the hearings must be concluded without delay and we 
get down to actual legislation. As you understand, Mr. Adkerson, 
after the testimony of the Secretary on tomorrow, you may have until 
noon on Saturday to file your final statement, if you choose. After 
that date, it will be too late. 

Mr. ApKerson. On my earlier appearance before the committee I 
gave reference to and recommended passage of the Martin bill, known 















































































































Senator Braise. These letters will be carried in full in the record, 


Senator Brste. This afternoon we will start out with Mr. Adkerson, 


STATEMENT OF J. CARSON ADKERSON, AMERICAN MANGANESE 


Senator Biste. We are very happy to have you with us, Mr, 






















































LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 905 


as S. 3537. That bill proposes to extend the present buying program 
of GSA far the purpose of high-grade manganese from January 1, 
1961, until June 30, 1963. The bill was originally introduced on the 
House side by Congressman Mills, of Arkansas, and is known on the 
House side as H. R. 7884. They are identical bills. 

Senator Brste. You commented on the Senate bill first, didn’t you? 

Mr. ApKerson. Yes, sir. The bill provides that the present buying 

rogram under the GSA be continued until June 30, 1968. The report 
on that bill states—the report on the bill on the House side from the 
Department of the Interior, Office of the Secretary to Congressman 
Engle as chairman of the House Interior and Insular Affairs Com- 
mittee, dated May 19, 1958—is as follows. 

In their recommendations they state that in July 1956 the regula- 
tions of the carlot program on high-grade manganese purchase pro- 
gram were amended to provide that the program shall be extended to 
January 1, 1961, or until 28 million long-ton units are delivered, which- 
ever shall come first. We are informed that, on the basis of the pres- 
ent rate of deliveries, the current maximum quantity will be attained 
in the latter part of 1959. Should it appear at that time that there is 
a defense requirement for the continued purchase of this specification- 
grade material, the regulations could be amended again to increase the 
quantities or to extend the authority of the Defense Production Act, 
as amended. 

Senator Brete. Are you furnishing this for the record ¢ 

Mr. Apkerson. This language; not the whole thing. There is no 
use of putting the whole thing in the record. It is the only copy 
I have. 

Senator Bree. I think we will have no difficulty in securing it. The 
staff may secure and make a part of the record the official Government 
position on the question of manganese, and make it a part of the record 
at. the point. It is the letter of May 19, 1958, from the Assistant 
Secretary of the Interior, directed to Chairman Engle, of the House 
Interior Committee. 

(The letter is on file with the committee for reference.) 

Mr. ApKerson. What I want to emphasize is that the Martin bill 
recommended continuation of the program to June 30, 1963. The pro- 
gram was first inaugurated, or the extension was first inaugurated in 
1956 when Dr. Flemming, Director of the Office of Mobilization, 
appeared before this committee and outlined what he was doing. He 
outlined it in this language. This appears in the records of the hear- 
ings before this committee under date of May 24, 1956. Dr. Flem- 
ming testified before this committee as follows: 

As soon as the information referred to above has been received from the 
General Services Administration it will be authorized to take action to extend 


the termination date for the carload lot program to June 30, 1961, and to accept 
carload lot shipments of carload ore, during that time or up until that time. 


That reference is on page 313 of the hearings. Again he said: 


There is no question in my mind at all but that, under the present rules of the 
game, which include this 10,000-ton limitation, that we would be in position to 
accept whatever is put to us through June 30, 1961. 

That is from page 327 of the same record. 

He went on, and, in answer to questions that were asked by this com- 

mittee with reference to the limitation or to eliminating the 10,000- 














906 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 

ton limitation, he agreed very definitely that the program would con- 
tinue until June 30, 1961, if the 10,000-ton limitation was not taken 
out. It was not taken out, and it is still in there. 

Senator Brete. That was the position of Dr. Flemming back in 
1956? 

Mr. Apkrrson. Yes, sir. When the regulation was put through, 
they granted an extension to January 1, 1961, or until 28 million 
units are used up. This bill, as I say, provides for it to go to June 
30, 1963. 

But we recommend that a temporary amendment be put through, 
in line with the suggestion in the letter from the Department of 
Interior to Congressman Engle under the date as recorded, and that 
at. the present time the program be extended until June 30, 1961. 

We are still in favor of the passage of the Martin bill, S. 3537, to 
continue the program to June 30, 1963, but, for the time being, it is 
a very simple matter to extend it until June 30, as he recommended. 
In line with that, I have 2 letters here, 1 to Hon. Gordon Gray, Di- 
rector of the Office of Defense Mobilization, the other to the Secre- 
tary of the Interior from Congressman Wilbur Mills, under date of 
June 16, and they condense exactly what I have recommended. I 
would like to have copies of these letters inserted in the record. 

Senator Brete. Both letters will be made a part of the record at 
this point. 

(The letters referred to are as follows :) 





















































HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 16, 1958. 
Hon, FReEp A. SEATON, 
Secretary of the Interior, 
Washington, D. C. 

My Dear Mr. Secretary: In July 1956, by directive from the Office of Defense 
Mobilization, the regulations for the domestic “carload-lot” or high-grade man- 
ganese purchase program of the General Services Administration were amended 
to provide that the program be extended to January 1, 1961, or until 28 million 
long-dry-ton units of ore are delivered, whichever shall occur first. I am 
informed that, on the basis of the present rate of deliveries, this current maxi- 
mum quantity will be attained in the latter part of 1959. 

On May 24, 1956, in hearings before the Senate Committee on Interior and 
Insular Affairs, Dr. Arthur S. Flemming, Director of Office of Defense Mobili- 
zation, with reference to the extension of the manganese purchase program, 
testified as follows: 

“As soon as the information referred to above has been received from the 
General Services Administration it will be authorized to take action to extend 
the termination date for the carload-lot program to June 20, 1961, and to accept 
carload lot shipments of carload ore during that time or up until that time 
(p. 313). 

“There is no question in my mind at all but that under the present rules of 
the game, which include this 10,000-ton limitation, we would be in a position to 
accept whatever is put to us through June 30, 1961” (p. 327). 

In the development of ore reserves and in the recovery of investments, manga- 
nese-ore producers are concerned with the possible exhaustion of the 28 million 
units and the termination of the program in 1959. 

it is my understanding that you are now considering long-range programs 
for the mining industry. 

To insure continued developments in the manganese industry under the existing 
purchase program until a longer range program for manganese can be approved 
and put into effect, and in line with the announcement of June 13, last, of the 
Honorable Gordon Gray, Director of the Office of Defense Mobilization, on revi- 
sions in policy for stockpiling strategic and critical materials to become effective 
June 30, I hereby ask that you at this time authorize and direct the allocation 
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of additional units and extension of time for the continuation of the domestic 
high-grade manganese-purchase program of the General Services Administration 
to June 30, 1961. 
With kindest regards, I am, 
Sincerely yours, 
Wieur D. Mits. 


(Identical letter to Hon. Gordon Gray, Director, Office of Defense Mobilization.) 


Mr. Apxerson. These two letters tell the story as well as anything 
else I can say, but I would be glad to answer any questions. 

Senator Biste. I think I am clear. You are asking now that the 
present legislation be amended simply to provide that the existing 
program be extended to January 1, 1961, or until 28 million long-ton 
units of ore are delivered, whichever shall occur first; is that correct? 

Mr. Apxerson. To June 30, 1961. 

Senator Brsie. You are not asking for a change in the amount of 
manganese to be delivered ? 

Mr. Apkerson. Yes. In other words, whatever is necessary. That 
is spelled out in the letter. The letter gives the full story in the last 
paragraph. 

Senator Bratz. How much ? 

Mr. Aprerson. Whatever they determine. We are now producing 
at the rate of 500,000 units a month. But the program will really end 
in the latter part of 1959 and will not carry forward until the date that 
was originally put unless it is extended and quantities. inereased. 

Senator Brie. Will the program reach its 28 million units on July 
1, 1959 

Mr. Apkerson. They say it will probably be the last quarter of the 
year or before the end of the year. 

Senator Brats. Of 1959? 

Mr. Apxrrson. Yes, sir; 1959. 

Senator Brstz. What you are asking for is that the regulations be 
amended so as to continue the program until June 30, 1961, or until 
January 1,1961. What date is it? 

Mr. Apxerson. June 30, 1961. It is correctly expressed in the let- 
ters from Congressman Mills. 

Senator Biste. That would contemplate the purchase of how many 
additional units of manganese not embraced in the existing law? 

Mr. Apxkerson. About 500,000 units a month is now being delivered 
under the program. That would be 18 months additional units. 

Senator Brste. So what you are asking for is that the language be 
amended so as to provide for an additional purchase of 500,000 units 
of manganese per month for an additional period of time after the 
present act has expired. 

Mr. Apxkerson. No, may I correct that? I recommend that the 
original statement and promise made by Dr. Flemming before this 
committee that they will take everything that is offered and put to 
them until June 30, 1961. I simply ask that the record follow through 
with what Dr. Flemming actually promised on the record before this 
committee, when this last amendment to the regulations was made. 

I think you will find that spelled out very carefully in those two 
letters. 

Senator Brste. If the promise is carried out, it would embrace the 
purchase of how many additional tons of manganese ? 
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Mr. ApKerson. Deliveries are now running about 500,000 units a 
month, Whatever it is. Dr. Flemming said they would accept what- 
ever is put to them up to June 30, 1961, if the 10,000-ton limitation was 
left in the recommendation. We were asking him to remove it, but 
the 10,000-ton limitation stayed in there. 

If I may add, I presume that these regulations, the new revision of 
the stockpiling of the GSA has been put in the record. 

Senator Brae. I will ask counsel if they have. 


Mr. Repwine. They have not. I would like them to be put in at 
this time if we may. 


Senator Brste. It may be under that the regulations will be placed 
in the record at this point. 
(The documents are as follows :) 


[Advance release, Friday, June 13, 1958, No. 638] 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBIIZATION 
Washington, D. C. 


Gordon Gray, Director of Defense Mobilization, announced today revisions in 
policy for stockpiling strategic and critical materials. These revisions will be- 
come effective June 30. 

The revised policy, contained in Defense Mobilization Order V-7, has the fol- 
lowing major features: 

1. Strategic and critical materials will be stockpiled for a 3-year emergency 
period. Basic and maximum goals will be establshed for each material. 

When established, it is expected that the basic objectives will have little effect 
on new procurement, because since last July new commitments have been lim- 
ited generally to meeting the needs of a 3-year emergency. Stockpiling sinee 
World War II had been for a 5-year emergency. 

2. Materials now on hand which do not meet specifications may be processed to 
stockpile standards within the limits of maximum objectives when this can be 
accomplished at less cost to the Government than the purchase of new specifica- 
tion-grade materials. 

3. In order to meet the initial impact of intensive mobilization, materials may 
be processed in some cases to readily usable forms in amounts generally equiva- 
lent to a 6-month requirement, unless an interagency review indicates the need 
for a larger or smaller amount. 

4. Close observation will be maintained of the use of materials having high 
temperature or other special properties to ensure that shortages do not develop 
as a result of rapidly changing technology. 

5. Contracts for materials in excess of maximum shall be canceled when this 
can be accomplished by mutual consent of the suppliers and the Government. 

6. Stockpile information will be declassified by ODM when it determines with 
the concurrence of agencies concerned that disclosure will not jeopardize the 
national security. 

The revised policy results from an intensive review of the role of stockpiling 
in defense mobilization. As one step in the review a Special Stockpile Ad- 
visory Committee composed of persons not in Government employ and headed 
by Holman D. Pettibone, of Chicago, was appointed October 31, 1957. 

Mr. Gray said the recommendations of the committee, which were published 
when submitted early this year, together with proposals originating within the 
Government, had been considered in developing the revised policy. Before reach- 
ing a decision he consulted with the Defense Mobilization Board, an interagency 
advisory group composed of the Secretaries of State, Treasury, Defense, Interior, 
Agriculture, Commerce, Labor, and Health, Education and Welfare, the Chair- 
man, Board of Governors of the Federal Reserve System, and the Administrator, 
Federal Civil Defense Administration. 

The new policy calls for strategic stockpile accumulations adequate to meet 
deficits of supply which might arise in a 3-year emergency period, whether in 
general or limited war. Two objectives are established—a basic objective which 
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partially discounts overseas sources of supply and a maximum objective which 
assumes no dependence on sources beyond North America and comparably ac- 
yessible areas. In determining the two objectives, consideration will be given 
to the vulnerability of supply sources where they are excessively concentrated. 

The basic objectives are to be reached as quickly as possible without unduly 
impinging on supplies available to domestic industry. 

The additional amounts necessary to reach the maximum objectives may be 
acquired on a lower priority basis by (a) deliveries under existing contracts, 
(b) transfers from other Government programs, (c) barter of United States 
agricultural surpluses, and (d) purchases with available foreign currencies. 
Under the policy, procurement for maintenance of the mobilization base may be 
undertaken only within the maximum objective. 

Although computation of the new basic objectives has not yet been completed, 
it is probably that of the 75 materials on he stockpile list, at least 63 have 
reached the basic objectives. A recalculation of objectives on the 3-year basis, 
it is expected, will result in “maximum objectives” lower than the former 5-year, 
long-term objectives. 

Special arangements are to be made to obtain objective scientific advice on a 
periodic basis in order.to;keep abreast of developments in the projected use of 
materials having high temperature and other special properties. Such materials 
will be stockpiled when there is evidence of need to meet increasing requirements. 

Mr. Gray said that present disposal polities remain unchanged. The materials 
in the stockpile in excess of objectives are not to be disposed of if disposal would 
disrupt the market. 

Policies concerning the acquisition of survival items of particular concern to 
the Federal Civil Defense Administration are being considered separately from 
the strategic stockpile and will be announced at a future date, 


V—Mat-DMO-7 
June 30, 1938 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 


DEFENSE MOBILIZATION OrRDER—-V-—7 


Subject : General policies for the stockpile of strategic and critical materials. 


By virtue of the authority vested in me by the Strategic and Critical Materials 
Stockpiling Act, it is hereby ardered : 

1. General role of the strategic stockpile-——The strategic stockpile shall take 
account of the potentiality of limited war and general war and shall assume 
rapid mobilization in the event of an emergency. 

2. Period covered by stockpiling—aAll strategic stockpile objectives shall be 
limited to meeting estimated shortages of materials for a 3-year emergency 
period. 

3. Stockpile objectives —Strategic stockpile objectives shall be adequate for 
limited or general war whichever shows the larger supply-requirements deficit 
to be met by stockpiling. The objectives shall consist of (1) a “basic objective” 
which assumes reliance on sources of supply factored to reflect estimated supply 
risks and (2) a “maximum objective” which includes an additional allowance to 
take into account the complete discounting of sources of supply beyond North 
America and comparably accessible areas. 

4. Emergency requirements.—The requirements estimates for both limited and 
general war shall reflect specific requirements so far as they are applicable and 
available. Otherwise it shall be assumed that the total requirements would 
about equal the consumption by industrial capacity, considering necessary war- 
time limitation, conservation, and substitution measures. Requirements shall 
be discounted for wartime losses of consuming capacity to the extent that such 
losses can be reliably estimated. 

5. Emergency supplies —Estimates of supply for the mobilization period shall 
be based on readily available capacity and known resources. The share available 
to the United States shall be discounted to reflect (1) the strategic vulnerability 
and possible economic and political instability of foreign sources, (2) overseas 
shipping losses, and (3) vulnerability of domestic sources that are heavily con- 
centrated geographically, including vulnerability to sabotage. Domestic supplies 
shall be discounted in cases of excessive concentration to the extent of the esti- 
mated time required to restore capacity that may be damaged. 
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_ 6. Provision for special property materials—Prospective needs for high- 

temperature and other special property materials shall be considered on the 
basis of a 3-year period beginning not more than 2 years in the future. Esti. 
mates of requirements therefor shall be included in the computation of objectives 
when there are indications of reasonably firm minimum requirements. In thig 
_connection arrangements shall be made for the regular availability of objective 
scientific advice to assist in such evaluation. 

7. Frequency of supply requirements reviews.—The supply requirements bal- 
ance for any material that is now or may become important to defense shall be 

_kept under continuing surveillance and shall be given a full-scale review at any 
time that a change is believed to be taking place that would have a significant 
bearing on the wartime readiness position. Supply requirements balances shall 

‘be examined at least once a year to ascertain the need for a full-scale review, 
The interim recalculation of basic and maximum stockpile objectives now under 

‘way shall be completed immediately. Priority of review shall be given to mate 
rials under procurement. 

8. Procurement policy.—The basic objectives shall be attained expeditiously, 

_If necessary, sources of supply shall be expanded. Procurement, however, shall 
be tapered as the basic objectives are approached. The maximum objective shall 
be reached on a lower priority basis by such means as (1) deliveries under exist- 
ing contracts, (2) transfers from other Government programs, (3) purchases 
‘with available foreign currencies, (4) barter of United States agricultural sur- 
pluses, and (5) programs to maintain the mobilization base under paragraph 9, 
Future long-term contracts should contain termination clauses whenever possible, 

9. Maintenance of the mobilization base-——The mobilization base shall relate to 
the projected supply capacity including standby capacity that would be reddily 
available for an emergency commencing on any assumed date rather than to the 
output of a given period. Stockpile procurement to maintain this capacity shall 
be undertaken only within the maximum objective. Although various measures 
that are feasible shall be considered for meeting a mobilization deficit of mate- 
rials, measures other than stockpiling shall be undertaken only after it is clear 
that stockpiling is not the best solution. All inventories of Government-owned 
materials held for long-term storage are a part of the mobilization base. If they 
are sufficiently large they may eliminate the need for a producing mobilization 
base segment. 

10. Upgrading to ready usability —Where the general basis for estimating sup- 
plies of a material, including allowance for plant vulnerability, does not call for 

_a sufficient quantity in a form suitable for immediate use to meet the initial 
surge of demand and abnormal conditions of intensive mobilization, a minmum 
readiness inventory—approximately a 6 months’ requirement—shall be provided 
near centers of consumption. An interagency review should be undertaken to 
determine whether a need for a larger or lesser allowance may exist. Materials 
in Government inventories may be upgraded only when the net cost is less than 
the cost of new material. Materials will not be upgraded to such a degree, 
however, as to impair flexibility of use. Payment in kind may be used within 
the objectives to finance the upgrading, provided that the release of materials to 
pay for the upgrading will meet disposal criteria. 

11. Beneficiation of subspecification meterials.—Subspecification-grade mate- 
rial in Government inventory may be beneficiated within the limits of the maxi- 
mum objectives when this can be accomplished at less net cost than buying new 
material. 

12. Cancellation of contracts—Commitments for deliveries to strategic stock- 
pile and Defense Production Act accounts beyond the maximum objectives shall 
be canceled when settlements can be arranged that would be mutually satisfac- 
tory to the supplier and the Government, that would not be disruptive to the 
economy or to projects essential to the national security and that would protect 
the financial interests of the Government. 

13. Disposal.—Strategic and critical materials shall be retained in Government 
inventories so long as they are needed to meet maximum stockpile objectives or 
any foreseeable increases in such objectives. 

Disposals of excesses shall be undertaken only if they do not cause serious 
economic disruption or adversely affect the international interests of the United 
States. 

14. Declassification of stockpile data.—The Office of Defense Mobilization shall 
declassify stockpile data to the maximum extent feasible when it determines 
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with the concurrence of agencies concerned that the national security would not 


thereby be jeopardized. 
These policies are effective June 30, 1958. 
OFrFIceE of DEFENSE MOBILIZATION, 


Gorpon Gray, Director. 

‘Mr. Apxerson. It is the regulations from the ODM which spell out 
very carefully what their own revisions are. That appears to. be a 
3-year basic limitation on ee and a 5-year maximum, or up to: 
§ years as they may determine. But it also gives the Director of ODM 
flexibility to revise it or review any item at anytime that he sees the 
situation so requires. 

Mr. Repwine. Mr. Chairman, in all fairness to Dr. Flemming, his 
testimony was to the effect that at the then rate of acquisition of pro- 
duction that this program with the 28 million units would go through 
1961. There is a press release (which I have not seen as yet) just out 
today whereby GSA points out— 
but the accelerated rate at which units are being acquired should, if continued, 
bring purchases to quota before the end of 1959. 

May Lask one question of the witness along that line? 

Senator Brexe. Certainly. 

Mr. Repwine. Mr. Adkerson, is it not true that the present rate of 
deliveries under the carlot program is approximately twice as much as 
it was at the time that Dr. Flemming testified ? 

Mr. Apxerson. That is correct. 

Mr. Repwiner. I think in fairness to Dr. Flemming’s position at that 
time that should be pointed out, that the production has been greatly 
accelerated and that is the reasou that the tonnage limitations being 
reached ahead of the calendar limitation. 

Senator Bretz. That release may also be made a part of the record 
at this point. 

(The document referred to, is as follows :) 


GSA News Retease No. 868, JuNE 16, 1958 
Franklin Floete, Administrator of General Services, today reminded producers 


of manganese ores and operators of manganese milling plants who wish to par- 
ticipate in the Government’s domestic manganese purchase program under gov- 


erning conditions that they must apply in writing on or before June 30, 1958,. 


to the nearest GSA regional! office for a certificate of participation. 

The conditions under which the program is operated are set forth in Regula- 
tion 6 and Amendments, Title 32-A—National Defense, Appendix, Chapter XIV— 
General Services Administration. 

Mr. Floete stated that, based on continued deliveries at present rates, the 
program is expected to terminate sometime in or about the fourth quarter of 
calendar year 1959. At that time the program total of 28 million long dry ton. 
units of manganese willl have been reached. 

The program was originally scheduled to close out no later than January 1, 
1961, but the accelerated rate at which units are being acquired should, if con- 
tinued, bring purchases to quota before the end of 1959. 


As of June 16, it was estimated that only 9,400,000 long dry ton units remained, 


undelivered to the program. 


Senator Brete. I have no further questions. 

Mr. Apkerson. My testimony stands pat in endorsing the contents 
of the two letters from Congressman Mills and a request to the com- 
mittee that the committee ask the ODM and the Department of Interior 
to approve what has been outlined in the letters from Congressman 
Mills. That is very condensed and expressed my view. 
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Senator Bratz. Is it your suggestion that this be made a part of 
the overall stabilization plan outeslahed by the Secretary of Interior 
or that this be handled simply by way of an amendment to the exist- 
ing law? 

r. Apkerson. Manganese should be included in the stabilization 
plan to become effective when the present buying program of the GSA 
ends. That is entirely up to the committee. That embodies the objec- 
tives in the recommendation that we have made and as expressed in 
the letters of Congressman Mills, and in the bill of Senator Martin 
which I endorsed before. We want to continue developments in the 
industry. 

Senator Bratz. Very well. 

Mr. Apxerson. That simplifies it all. First the bill and then this 
recommendation here which takes care of it until further considera- 
tion can be given to the stabilization plan or whatever the committee 
may decide. 

Matator Biste. I understand. I have no further questions. Senator 
Malone? 

Senator Matone. What is the domestic production at this time ? 

Mr. Apxerson. Last year it was 365,000 tons. That included all 
production in the United States. We are operating under a purchase 
program of the GSA which is limited to small producers. Included in 
the 365,000 tons is the amount that is being produced under the special 
buying program of GSA from small producers. 

Senator Matonr. Do you have that program broken down as to 
areas in the United States? 

Mr. Apxerson. No, I can give it to you generally in the States. 

Senator Brsie. Could you supply it for the record if you don’t have 
it right now ? 

Senator Martone. Either by State or company or area. 

(The following information was subsequently supplied for the 
record :) 

During the years 1941-45 manganese ores were shipped from mines in 27 
States in the United States as follows: 


Alabama Minnesota South Carolina 
Arizona Missouri South Dakota 
Arkansas Montana Tennessee 
California Nevada Texas 
Colorado New Mexico Utah 

Georgia North Carolina Virginia 

Idaho Oklahoma Washington 
Massachusetts Oregon West Virginia 
Michigan Pennsylvania Wyoming 


Shipments from mines in some of the areas were of course small, but the 
record shows the widespread occurrence of domestic manganese deposits: Con- 
tinued production from any of these localities may be expected as soon as condi- 
tions justify the expenditures necessary for installations to raise the manganese 
content of the ores. 

Mr. Apxerson. Most of it is in the Rocky Mountain area and the 
Appelnine area. 

enator Martone. There has been quite a bit produced in my State 
of Nevada? 

Mr. Apxerson. Yes. I think between the Anaconda and Manganese, 
Inc., those two are the largest producers. But they do not come under 
this program. 
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Senator Matone. What program do they come under—special 
contract ? 

Mr. Apxerson. Special contract for Nevada, your State, is Man- 

nese, Inc., the Three Kids mine, and the other is sales to private 
industry. This program is limited to 10,000 tons a year from 1 

roducer, so therefore the larger producers are ruled out. 

Senator Matone. How much do you get for it? What do they 
pay for it under the program ¢ 

r. ApKErsoN. The price is $2.30 a unit based on 48 percent ore but 
the average will run between $90 and $100 a ton which is actually paid. 
There are premiums above and penalties below 48 percent. 

Senator Matone. What is the average grade of ore that is produced ? 

Mr. Apxerson. The average will run between 42 and 43. 

Senator Matons. What would they make them receive actually per 
unit—22.4 pounds a unit ? 

Mr. Apxkerson. They would receive somewhere between $90 and 
$100 a ton. May I explain that the unit is 22.4 pounds of metallic 
manganese contained in the ton. 

Senator Martone. So it would be about three units to the ton? 

Mr. Apxerson. It is about 42 units per ton if it is 42 percent man- 
ganese. You get paid only by the units. 

Senator Matone. The unit is 2.4? 

Mr. ApKErson. It is $2.30 a unit. The unit is 22.4 pounds. The 
$2.30 is based on 48 percent ore. If it runs below 48 percent the price 
per unit is lowered and also you have penalties on the silica content. 

Senator Matone. In your statement did you clear that up for any- 
one who might read the transcript ? 

Mr. Apxerson. I will insert in the record the GSA regulations. 

Senator Brste. It may be under that you will have the privilege of 
doing that up until Saturday morning. 

Mr. Apxerson. I will submit the regulations for the record. 

(The GSA regulations referred to are as follows :) 


CHAPTER XIV—GENERAL SERVICES ADMINISTRATION 


[Revision 1] 
MANGANESE REGULATIONS 
DOMESTIC MANGANESE PURCHASE PROGRAM 


Sec. 5. Specifications—(a) Chemical requirements. All shipments must meet 
the following chemical analysis : 


By weight 

(dry basis) 

(percent) 

Manganese (Ma). (minimum) _....--..-...6.~--. 12 eee 40. 0 

Neon: (Pe): (merle) scsi enacted ae 16. 0 

Phosphorus. (PB). . (20 SIMU once pee eersere enon ep siioncmmiieeametedein . 30 
Copper plus lead plus zinc (Cu plus Pb plus Zn), of which not more than 

0.25 percent may be copper (maximum) .............------.-..------ 1.0 

Silica plus alumina (SiO, plus Al,O,;)....-.-..--------+------------~---- (*) 


1No maximum specified ; however, material over 15 percent will be purchased in excep- 
tional cases only. 

(b) Physical requirements. Four types of material, according to physical char- 
acteristics, are covered by this specification. All offers shall stipulate the type 
covered and the following shall constitute the rejection limits of each type. 

Type I—Lump ore shall be natural ore, unprocessed except for grading, wash- 
ing, or screening. Not more than 5 percent shall pass a Tyler standard 20 mesh 
screen. 
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Type II—Fine ore shall be natural ore, unprocessed except for grading, wash- 
ing, or screening. Not more than 15 percent shall pass a Tyler standard 20 mesh 
screen. 

Type I1I—Nodules or sinter shall be natural fines, or concentrates, densely 
agglomerated by the application of heat. Not more than 5 percent shall pagg 
a Tyler standard 20 mesh screen. 

Type IV—Slag shall be material which has been agglomerated by the applica- 
tion of heat above the point of fusion. Not more than 5 percent by weight shall 
pass a Tyler standard sieve mesh No. 20 or U. S. standard sieve No. 20. 

Fine concentrates may be considered for acceptance under this Program 
through special arrangement with the appropriate regional office. In such case, 
appropriate adjustments may be made in price and other terms and conditions. 

Senator Martone. The domestic production is about 385,000 tons 
plus any special contracts ? 

Mr. Apxerson. No; that is included in the 365,000 tons. 

Senator Martone. Then could you supply for the record the type 
of contract these additional people have / 

Mr. Apxrerson. No; I am sorry. I couldn’t do that because that | 
is classified information. I don’t have it. They could do it. 

Senator Matone. It is classified information as to how much they 
are buying, at the rate they are buying, and price. 

Mr. Apxerson. All of it; yes. 

Senator Martone. What is the classified for ? 

Mr. Apxerson. I don’t know. You can get the total amount in the 
records of the Bureau of Mines. 

Senator Martone. Is there anyone testifying before the committee 
in connection with the GSA ? 

Mr. Repwrine. Not in the last several months. 

Senator Matone. I wonder if the staff could get from the GSA 
the information on special contracts not included in the general specifi- 
cations of the GSA under which this special program is operated. 
There are other special contracts, such as the three kinds in Nevada. 

Could you get the number of the contracts and how much they buy 
and the price and how long they run ? 

Mr. Repwrine. Yes, sir. May we also include in that what is being 
acquired by barter, Senator ? 

Senator Martone. Yes. 

What is the domestic consumption ? 

Mr. Apxrrson. The domestic consumption will run about 2,250,000 
tonsa year. Last year it was 2,225,000 tons. 

Senator Martone. Of what grade is that based ? 

Mr. Apxerson. That isthe grade we are producing. 

Senator Matonn. Forty-eight percent ? 

Mr. Apxrrson. Not 48 percent but what they call high-grade ore; 
42 to 48 percent. 

Senator Martone. I thought the consumption was much above that. 

Mr. Apxerson. It has been testified before this committee that in 
the next war it is estimated we will use 3 million tons a year. 

Senator Martone. The domestic consumption is about 250,000 ? 

Mr. Apxerson. I don’t mean 250,000. I mean 2,500,000 tons. Last 
year it was 2,225,000 tons. 

Senator Matonr. How much are we annually importing ? 

Mr. Apxerson. We annually import about 85 percent of our needs; 
15 percent, is produced domestically. 

Senator Martone. That would be about 2,150,000 tons ? 

Mr. Apxerson. Something like that. 
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Senator Matonre. Where do we get most of this manganese? Do 
you have breakdown by country where our imports come from ¢ 

Mr. Apxerson. All that is in the record in my earlier statement. 

Senator Martone. That is in the record ? 

Mr. Apxerson. Yes. Most of it comes from India, Africa, and 
Brazil, all long sea hauls which could be cut overnight. 

Senator Matone. Brazil is more or less recent 

Mr. ApKerson. Yes. 

Senator Martone. It comes from the Amazon country down there 
now ¢ 

Mr. Apxerson. Yes. 

Senator Martone. What steel company is it ? 

Mr. Apxerson. Bethlehem Steel Eo, 

Senator Martone. I took one of our engineers to South America in 
1954, and I sent him into this manganese production in the Amazon 
and it took them 8 weeks to get in and out because there was no air 
eenportation then. That is one of the largest deposits in the world; 
isn’t it? 

Mr. Apxerson. It is a large deposit. I would not call it the largest 
in the world. It is one of the largest deposits that is now operating. 

Senator Martone. We get 630,000 tons a year from India? 

Mr. Apxerson. Yes. 

Senator Martone. I thought that was reduced in the last few years. 
Four or 5 years we were getting 800,000 or 900,000 tons a year. What 
has caused that reduction? The Brazilian production ? 

Mr. Apxerson. No. It is reported that India is planning to use a 
lot of their own ore for their own manufacture of steel and have re- 
stricted exports. They have put an export duty on it. 

Senator Matonr. From all reports we have they probably have 
enough manganese to do for themselves and everybody else, too, for 
several hundred years. 

Mr. Apxerson. That is what I understand. 

Senator Matone. But they are restricting exports ? 

Mr. Apkerson. Yes. 

Senator Maton. They have a tariff on export? 

Mr. Apxerson. They put an export duty on them, 

Senator Martone. They have an import duty on practically every- 
thing they manufacture and produce ? 

Mr. Apxerson. I don’t know. 

Senator Matone. I do; and I will put that in the record. I wonder 
if we shipped manganese into their country what would happen. 

Mr. Apxkerson, I have never given it any thought. 

Senator Martone. I could tell you what would happen. They 
wouldn’t let you. This is a matter of record as to the breakdown. 

Mr. Apxerson. That is all in the record in the early testimony. This 
is just supplemental testimony. 

Senator Martone. What is the price that these importers get from 
these various countries; do you know ? 

Mr. Apxerson. The price of the foreign ore? 

Senator Matone. Yes. 

Mr. Apxerson. The price of the foreign ore will run about $1.30 a 
unit and the tariff is about 5 cents a unit. So it would be $1.35 a unit 
price in the United States. 
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Senator Martone. The tariff is 5 cents a unit? 

Mr. Apxerson. Yes; approximately. The tariff is one-quarter of 
a cent per pound of metallic manganese contained in the ore. It was 
1 cent but it has been cut twice. 

Senator Martone. By trade agreements? 

Mr. Apxerson, Yes. 

Senator Matonr. Multilateral or bilateral? Bilateral by the State 
Department and multilateral through Geneva? 

r. ApKERsON. It was negotiated with Brazil and all rights given to 
all other countries except Russia. 

Senator MaLonr. en? 

Mr. Apxerson. In 1936. The first trade agreement put through. 

Senator Martone. The most-favored-nation clause makes it available 
to other nations? 

Mr. ApKerson. Yes. 

Senator Martone. Does it all come in on practically one world price 
no matter where from ? 

Mr. Apxerson. Yes; execept from Russia. There is nothing com- 
ing in from Russia since 1950. 

enator Matonr. Does any manganese come in from Europe? 

Mr. Apxerson. There has been none since 1950 but I understand 
there has been some during the past year which is of Russian origin. 

Senator Matonr. What do you think ought to be done if you were 
writing the ticket now on manganese? I have watched you operate 
now for about 25 and 30 years, well before I came to the Senate. You 
— to know something about what would make a sound manganese 
industry in this country. What do you think ought to be done? 

Mr. Apxerson. We have recommended the extension of the present 
program or something similar to keep mines operating. In addition 
to that, although I have not gone into that, the main thing that is 
needed to expand production in the United States is the installation 
of more mills and private industry has to have an assurance of a 
market before they can make the investment. 

Senator Matone. What would assure you of a market ? 

Mr. Apxerson. This program that we have here now. 

Senator Martone. What is it? 

Mr. Apxerson. Buying program at $2.30 a unit. 

Senator Matone. Does it have a limit of time? 

Mr. Apxerson. Yes; it has a limited time to January 1, 1961 or 
until 28 million units are delivered. It is now scheduled to run-out at 
the end of 1959. 

Senator Martone. I see you are complaining about the units. If 
more deposits break in that exhaust is the units quicker ? 

Mr. Apxerson. Yes; there is a limitation in there that no one pro- 
ducer shall ship more than 10,000 tons a year. 

Senator Martone. The world price is below our own. 

Mr. Apxerson. It is about a dollar below. 

Senator Matonr. What would you think of dropping back to the 
Constitution of the United States and if we didn’t extend the trade 
agreements act and let it die on the 30th of June and let the Tariff 
Commission and the Congress take over under the 1930 act; would 
that help you at all ? 
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Mr. Apxerson. That would help, but it would not be a final solution 
for the reason that the tariff is only 1 cent a pound on metallic man- 
nese contained, which means about 22 cents a unit. 

Senator Martone. Why wouldn't it be if the Tariff Commission re- 
examined it under section 336 ? 

Mr. ApKerson. We have tried pretty often. That is a step in the 
right direction. 

Senator Matonge. When did you try it? 

Mr. Apxerson. The last time we tried it was when Russia was 
dumping. 

Senator Matonge. When was that? 

Mr. Apxkerson. This was 1930 and then also after they cut the 
tariff through the trade agreement with Brazil. 

Senator Matone. That was when? 

Mr. ApKkerson. 1936. 

Senator Martone. That was after the 1934 Trade Agreements Act? 

Mr. ApKerson. Yes. 

Senator Martone. If you were operating under section 336, it says 
that they shall determine the difference in cost of production—not 
high or low cost but reasonable cost here and the chief competing 
country—and since there is no like product and nothing competes 
with manganese, can you make steel without manganese ? 

Mr. Apkerson. Not under the present practice. 

Senator Martone. Is there any practice where you could? 

Mr. Apkerson. There is no substitute for manganese in the manu- 
facture of steel. 

Senator Marone. Then there is no substitute. So if the Tariff 
Commission was instructed to determine the reasonable cost of pro- 
duction in this country and the reasonable cost of production in the 
chief competing country which might be India and the tariff fixed, 
what do you think that would do for you? 

Mr. Apkerson. It would help. ere is no doubt about it. I am 
a strong believer in the tariffs. 

Senator Martone. Would it make you competitive in the American 
market ? 

Mr. Apxerson. It would help. 

Senator Matone. I don’t understand you at all. I am not talking 
about a cent a pound. I am talking about fixing it in a corner with 
the difference in cost. 

Mr, Apxkerson. That is right. 

Senator Matone. What would that do? 

Mr. Apxerson. That should put us on a competitive basis. 

Senator Martone. That is all you want; isn’t it? 

Mr. Apxerson. That is right. 

Senator Matone. That is all. 

Senator Bratz. Mr. Adkerson, I thought I heard you say some- 
thing about the consumption of manganese and I think maybe the 
record is a little cloudy on that point. How much of the domestic 
production is being consumed in the United States ? ' 

Mr. Apxerson. It is all being consumed or going into stockpile. 
The. buying program under the GSA, I understand, goes into stock- 


pile. 
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Senator Brstz. That is correct, You left an inference a little 
earlier in your statement, I think, that would lead one reading the 
record to believe that a great amount of the domestic production 
went into domestic markets. The truth of the matter is that the 
great bulk of domestic production comes from foreign manganese 
sources; is that not true? 

Mr. Apxerson. Of consumption; yes. In other words, we produce 
normally only about 10 percent of our needs. The balance is im- 
ported. With this program we are now producing 15 percent of our 
needs and the balance is imported. 

_ Senator Brstx. But it is also true that practically all of the domestic 
production goes into stockpile rather than into domestic markets; 
is that true? 

Mr. Apxerson. A large part of it; yes. 

Senator Brstz. I haye been advised that almost 100 percent of the 
consumption of manganese comes from foreign sources, with the ex- 
ception of some of the captive mines and that a great amount of do- 
mestic production actually goes into GSA stockpile. 

Mr. Apxrrson. Yes; with the exception of Anaconda which is sold 
on the American market. They do not come under this program. 
It is limited to 10,000 tons a year for the small producer. Ore from 
the small producer goes into stockpile and ore from Manganese, Inc., 
in Nevada is under a special contract from GSA and that goes to 
stockpile, too. 

Senator Brete. I had only one other question. I was wondering if 
your manganese producers’ association has given any thought to 
integrating your manganese into the stabilization plan ? 

Mr. Apxerson. Yes; in the long-range plan something like the sta- 
bilization plan, manganese should be included. The present buying 
ee simply provides a market until the long-range program can 

considered and put into effect. 

Senator Bretze. I understand your position. I understand that 
there has been some indication that ODM might not expand the pres- 
ent manganese program after it runs out by virtue of having 28 mil- 
lion units in the stockpile. If that is a true assumption, then I am 
wondering if it would not be to your best interest to give some thought 
to having manganese included in the stabilization program. 

Mr. Apxerson. Yes; it should be included in the analysis of the 
program as it has been ‘presented it offers this problem. The purpose 
of this plan as now operating is to give us a market. Previously we 
have been faced with selling ore to the steel industry through the 
ferromanganese producers. There are 5 or 6 in the United States. 
Their plants are located on the eastern seaboard favorably to imported 
ores. 

They are not concerned with domestic ores. In other words, they 
do not always give us a market. If they do give us a market, it is at 
such a sacrifice that it has not been satisfactory to the producers in 
building up an industry. That is why this buying program was put 
into effect. Ordinarily, we would be confronted with the sale of the 
ore to the steel companies and right now we would ask ourselves the 
question, where would we sell it. The next thing is that under the 
Government buying program the Government pays the freight wher- 
ever they choose to ship it. Under the stabilization plan, unless pro- 
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_ yisions are made for it, western ores would probably have to be shipped 


to the furnaces in the East and work a hardship. 
_ Those are problems that can be solved. Manganese should be in- 
eluded in any long-range plan for minerals. 

Senator Bree. I wonder what you thought of the alternative. 

Senator Matone. I think you asked a very pertinent question there, 
Senator Bible. I overlooked that question. Most of your special pur- 

s, including the bill under which your members are operating, 
es go into the stockpile. 

Mr. Apxerson. Yes. 

Senator Matonr. That same thing happened to the tungsten pur- 
chaser program. Because of the price being higher, naturally there 
is no tariff to amount to anything on either one of them. So the 
tungsten consumers and the manganesers buy at the world price. 

Mr. Apxerson. That is right. 

Senator Matonr. Therefore, whatever the Government buys they 
have to put into the stockpile and it begins to look awkward after 
a while? 

Mr. ApkKerrson. Yes. 

Senator Marone. It is not easy to defend the stockpile with 10 or 
5 or 6 years supply, not even for us. I don’t like it. I would like 
to go back to the Constitution of the United States. I will tell you 
what I think your weakness is. All of you have forgotten and can’t 
think back of Roosevelt. You just want to amend something that 
he has done. They scared the tar out of these fellows thinking that 
there was no way to do this thing except extend it, 

They did it in the House. Now we have it. On Friday we start 
the hearings. It is called the repeat: trade agreements, laughingly, 
if you didn’t have it, 1 have explained enough times in this record, 
6 months‘ notice on multilateral agreements—6 months’ notice on bi- 
lateral trade agreements, 2 months’ notice on the multilateral, and 
you are back in business. That goes by pretty quick. 

This idea that nobody is advocating anything along that line makes 
it a little awkward with those of us who are trying to get you back 
in business. 

Mr. Apxerson. I appreciate what you have done. No other man 
has done more to bring this program back than you have. 

Senator Martone. I don’t know what help we are getting. Are you 
appearing before the Senate Finance Committee ? 

Mr. Apxerson. If there is occasion to, I will. I appeared on the 
House side. 

Senator Martone. Have you applied for? 

Mr. Apxerson. I have not yet. 

Senator Martone. Time is getting shorter than you think. You 
sit here and argue for an extension of something that there really 
is no argument for. I expect the figures will show that we have 
about a 5-year manganese supply and it will be awkward to ask the 
Appropriations Committee. It was awkward to ask for an extension 
of the tungsten program when it showed that we had a 5-year supply 
because none is being used. 

The consumer is smart and buys at the world price. The only 
thing you can do is to go back to that Constitution of the United 
States and let them pay the difference in American standard of living 
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and where they are getting it and that money they pay-in goes into 
the American stockpile money. " 

It doesn’t come out of the stockpile of money to buy anything. You 
understand that ? ; 

Mr. Apxerson. Yes. 

Senator Martone. Then you are back in business where you can 
argue for something. But there are 3,500 in Washington and all of 
you just talk about extending something. 

Mr. Apxerson. I appeared before the committees of Congress. 

Senator Martone. I know that. I used to come back on Boulder 
Dam affairs. I knew all about you. 

Mr. Apxerson. I fonght itright from the start. 

Senator Martone. It was in 1927 that I met you. 

Mr. ApKerson. They gave us assurances that items like manganese 
that were necessary for national defense would not be cut. Manganese 
was the first one that was cut under the reciprocal trade agreements, 

Senator Martone. Who gave you assurance ? 

Mr. Apxkerson. Members of the committee. 

Senator Martone. What assurance can they give you? Suppose 
I assured you that Congress would do something next year, would 
you take that ? 

Mr. Apxerson. No, sir. 

Senator Matone. Of course not. 

Mr. -Apxerson. They had a'statement of President Roosevelt. 

Senator Matone. But he is dead. Now they have you thinking in 
terms of national defense. If there is anything that is crazier, it is 
to say that American businessmen cannot stay in business whenever 
you get it cheaper from the foreign nation unless it is important for 
national defense ? 

Mr. Apxerson. That is right. 

Senator Matone. To tell me that a President or a Member of Con- 
gress tells you that this is going to be done forever or something else, 
that’ is inexperience, and you don’t have that. You have had ex- 
perience. 

Mr. Apxerson. I sure have. 

Senator Matone. Don’t you see what I am driving at. Why don’t 
you get on the wagon and let us start talking about getting working- 
men and businessmen back in business ? 

Mr. Apxerson. I know how right you are. 

Senator Matone. Then get on the job. 

Mr. Apxerson. I am in favor of it 100 percent in case it can be done. 

Senator Martone. Wait a minute, don’t say that. Of course it can 
be done. If the people would write and say that it would be done. 
What can they do when your representatives come up here and assume 
it can’t be done and they want some patent medicine remedy. 

Mr. Apxerson. Next to you I don’t know any man who has fought 
for tariffs more than T have. I know what you have done and you 
know what I have tried to do. I appreciate what you are doing for 
the mining industry. 

Senator Matonr. They just opened up scar tissue on me. There 
is no room for new sears. They do that. So nobody is talking about 
the subject. Let us get on the subject. 

Mr. ApKerson. You mentioned something a moment ago which I 
do want to include in my testimony here, and that is that amendment 
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into which Senator Allott introduced in the way of lead and zinc, that the 
funds from tariffs be used. 
ou Senator Matone. Do not inject that. 
Mr. Apxerson. All right. 4 
Senator Brsie. You just want to call that to our attention ? 1 
ean Mr. Apxerson. Yes. It may be all right to investigate. 
of Senator Matong. You would like to do that on 5,000 products ? 
Mr. Apkerson. No. 
: Senator Biste. Thank you very much for your testimony. I am i 
or sure it has been helpful. H 
(The following supplementary statement was subsequently sub- d 
mitted :) i 
SUPPLEMENTAL STATEMENT OF CARSON ATKINSON 
Se The following table shows domestic production and imports for 1953 to 1957: ii 
Se i, 
8. Manganese ore supply, consumption fi 
{Over 35 percent manganese short tons] 
‘ FR hie es 
Q General imports 
| United sn ee fs eae Consump- 
Year States mine | tion of ore? 
shipments Ore | Ferroman- 
| } | ganese ! 
SEE ERS ee eee U0 eco Pe 157, 536 3, 500, 986 | 252,012 | 2, 195, 742 
OR adi slaitiatl ts Jas Unieib ta aieiaditinl 206, 128 2, 165, 694 | 116,088 | 1, 740, 648 
a Se ee yo nas epg tcaea ames Coes ted 287, 255 2, 088, 427 | 242,658 | 2, 109, 623 ; 
Te Ne tt a Las } 344, 735 2, 235, 435 | 488, 436 | 2, 264, 159 fF 
ek na ea ah ceb a aida 365, 000 3, 000, 000 | 400,000 | 2, 350, fy 
1 In terms of ore. 
2 Ferromanganese not included. 
3 Estimated. ij 
Source: U. 8. Bureau of Mines figures, if 
It will be noted that during the year 1957 domestic production of high-grade if 
manganese ore totaled approximately 365,000 short tons. Of this amount it is \. 
estimated that approximately 45 percent or 165,000 short tons was produced a 
under the domestic manganese carlot purchase program, 125,000 tons or 35 percent 
from special contracts with GSA, and the remainder produced for sale to private iy 
industry. H 
Small producers are now delivering, under the Government’s domestic man- ' 
FE 
f 


ganese carlot purchase program, at the rate of about 500,000 long dry ton units 

or approximately 13,500 short tons of ore per month. The purchase price of ; 
this ore is at the rate of $2.30 per long ton unit, based on 48-percent metallic i’ 
manganese, with premiums about 48 percent and penalties below 48 percent. f 

The program was scheduled to run until January 1, 1961, or until 28 million 
long dry ton units of manganese is delivered. f 

As of Jue 16, it was estimated that only 9,400,000 long dry ton units remained 
undelivered to the program. At this rate the quota will be reached before the i 
end of 1959. 

I recommend that manganese be included in the long-range minerals stabili- 
zation program proposed by the Secretary of Interior and now under considera- 
tion before your committee. 

Under Seaton stabilization plan I recommend that manganese be included at 
2 payment to producers of not less than $1 per unit of contained manganese. 


Senator Biste. Now, we will be very happy to hear from Mr. 
Segerstrom. 

We are very happy to have you before this committee. We know 
of your fine knowledge and long experience in the tungsten field 
and we look forward to your testimony. 
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STATEMENT OF CHARLES H. SEGERSTROM, JR., PRESIDENT, 
NEVADA-MASSACHUSETTS CO., TUNGSTEN, NEV., AND PRESI- 
DENT, AMERICAN TUNGSTEN ASSOCIATION—Resumed 


Mr. Seeerstrom. Thank you, Mr. Chairman. 

My name is Charle H. Segerstrom, Jr. I am president of the 
Nevada-Massachusetts Co., of Tungsten, Nev., a longtime tungsten 
producer, and I am also president of the American Tungsten Associa- 
tion, a nonprofit trade organization made up of some 50 domestic 
producers of small, medium, and large production. 

The domestic tungsten industry has had and still has its problems 
and they are major ones. In 1955 there were over 700 domestic pro- 
ducers; in 1956 this number declined to 207. In 1957 there were only 
7 at the end of the year, and in the next few weeks this will be down 
to 1 basic producer. 

Asa result, in 1957 domestic production was 476,000 short-ton units, 
but consumption was 541,000 .short-ton units, as compared to 1956 when 
domestic production was 930,000 short-ton units and consumption was 
571,000 short-ton units. 

In the short period of less than a year, we have gone from a supply 
position that more than met domestic consumption to one where we 
are now producing substantially less than our current domestic con- 
sumption. 

In the first 2 months of 1958, consumption was down some 34 per- 
cent compared to 1957, but our domestic production was still far 
less than consumption for this period when production was running 
a little over 23,000 short-ton units per month, whereas consumption 
was still around 34,000 short-ton units per month. This current pro- 
duction rate compares with 77,500 short-ton units per month average 
in 1956 and 83,100 short-ton units average per month in 1955. 

As a result of lack of appropriations in connection with Public 
Law 733, there are now some 300,000 short-ton units in producers’ 
hands which are overhanging the market and creating a depressed 

rice. This production came mainly as a result of the cdaatet 
faith that funds would be forthcoming, and now, as a result, will 
mean the closing down of practically all domestic production, and 
can result in this country’s complete dependence on foreign sources 
of supply until this inventory overhang is eliminated and the mines 
go back into regular production. 

Senator Brstz. At that point, is it very likely that when a mine 
goes out of production that they are usually put back into production ? 

Mr. Secerstrom. That is one of my greatest concerns, 

When a mine goes out of production, it is not like a factory; throw- 
ing a ‘switch and starting over again. A mine deteriorates almost 
overnight when it is not regularly operated. The expense of main- 
taining a mine is terrific. There has been some testimony here by 
the lead-zine people that it was cheaper for them to keep operating 
at, a.loss than to shut down, It applies to all mining, I would say, 
underground mining particularly, but not so great in the case.of open- 
pit. mining. 

Senator Bisue. It is one of the real dangers. 

Mr. Sreerstrom. That is one of the real dangers. .Once a mine is 
down for a year and has not had sufficient maintenance for that 
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period, it may never reopen and the ore that is there may never be 
recovered. 

Senator Martone. You think it is cheaper, if you think there is any 
likelihood for the sale of the product in the reasonably near future, 
to keep operating at a loss until you find out than it is to shut down 
and open up again ? 

Mr. Secerstrom. That is right. That is what has happened. 

Senator Biste. That is exactly what most of the producers have 
been doing for a year and a half? 

Mr. Secerstrom. Yes. 

Senator Martone. Some of them still have a lingering confidence 
in Congress of some kind that they will turn to the Constitution of 
the United States and let them alone and do some business, is that it? 

Mr. Secerstrom. That is correct. 

However, as I will say a little bit later, I will go into detail on that. 

In approaching this overall problem, the various suggested means 
of relief have been considered and given every evaluation possible so 
as to leave no stone unturned. Consideration has been given to higher 
tarifis, excise taxes, and quotas as a means for relief. 

This overhanging inventory is a major problem to the domestic 
producers, as consumers know that so long as it exists they can depend 
on it to supply their needs and at prices that can be forced down by 
bargaining with importers of tungsten to the detriment of the 
domestic producers. Several plans for the removal of this inventory 
have been carefully studied, particularly the one submitted by Sena- 
tor Allott, in S. 2869, which has a great deal of merit and is very 
practical in its approach. 

The bill now under consideration before this committee, S. 3892, 
has also had very careful consideration. In the case of tungsten, its 
greatest drawback is that it requires that sales be made before the 
stabilization payments can be received. With consumption going 
down month o. month, and imported ore prices dropping, it is most 
difficult, if not practically impossible, for the domestic producers to 
make sales. 

Senator Brsie. At that point, what is the world price of tungsten 
without duty ? 

Mr. Secerstrrom. It is quoted today at $9 to $11 per short ton unit 
before duty, c. i. f. New York. 

Senator Brete. Is that c. i. f. ? 

Mr. Srecerstrom. That is delivered to the port in New York ready 
for admission to the United States. 

Senator Brete. Are sales being made at that price between $9 
and $11? 

Mr. Secersrrom. It is very difficult to determine and it is very 
doubtful from all the information that can be gathered whether there 
have been any sales made even of foreign tungsten in the last 5 
months since the first part of this year. The consumers are in the 
position where they have big stocks on hand. The importers into 
this country have big stocks on hand. The consumers, as-a result, 
have adopted just a hand-to-mouth buying program and they only 
buy when they need it. With consumption of their products going 
down all the time, they have cut back on their inventories to the place 
whére they just have not had a market for the last 5 months. 


27255—58—pt. 232 








924 LONG-RANGE PROGRAM FOR MENBERALS INDUSTRY 


Senator Bretg. On the other page, however, you said that the aver- 
age consumption was running around 34 short-ton units per month, 

Mr. Sxcerstrom. That can come, though, from inventories on hand 
in consumers’ hands and also from imports. It could come from 
both. There is no breakdown in those consumption figures as put 
forth by the Bureau of Mines as to what that consumption is made 
up of. 

"We do know that consumers are using up their inventories and 
reducing them to a low figure, which makes up a portion of that con- 
sumption. Perhaps they had some previous commitments before 
that time for foreign material that is being consumed to make up the 
difference. 

I know that it is a rather hazy situation as it is occurring today. 

Senator Brste. Will you set me clear on this one sentence you de- 
veloped here about one of the drawbacks in the bill being the diffi- 
culty of making the sales ¢ 

As I understand it, if the world price of tungsten today is $10, to 
that we add $7.90 duty. 

Mr. SecerstroM. $7.93 is the duty, or we call it roughly $8. 

Senator Bratz. That would make the total $18. Under the Seaton 
stabilization plan, there would be a maximum payment of $18 per unit. 

Mr. Secerstrom. That is correct. 

Senator Birnie. That would mean at those assumed figures that the 
domestic producer could produce at a figure of $36 per unit ? 

Mr. Secerstrom. That is if he could sell it at $18. 

Senator Biste. You are saying it would be difficult selling tungsten 
on the market today at $18 per unit ? 

Mr. Sxcerstrom. Yes, definitely. 

You take $9 foreign price plus $8 duty, that would make $17 today. 
That is $1 less than the $18 provided for. So if you could make a 
sale under the stabilization len. it would apply to the $18 plus $17, 
or a total of $35. 

Here is the situation today: It is a buyer’s market. There are over- 
hanging stocks. The buyers realize that and know that. The first 
thing that would happen, and the thing that I am frankly concerned 
about, is, suppose I am a buyer and a consumer, the first thing I would 
do is to get a quotation from the domestic industry. Suppose the 
quoted $17. Then the next thing I would do would . to get in enil 
with a broker and say, “What can we get foreign material of equal 
quality for?” 

They might say, “What can you get it for domestically?” and you 
might..say “$17.” They.could, come back with an offer from the 
importer at $16, of comparable quality. That ergenne could go on 
an on. In the meantime, there would be no actual sales accomplished 
and the market price would be driven down. 

Senator Brste. How far could the foreign producer drive down 
that seemingly low price of $9 per unit and stay in business? 

Mr. Srecerstrom. That, I think, is a question that a lot of us would 
like to know. It has been stated in various publications and various 
sources—take our greatest competitor, Korea—Korea in January made 
a new contract for importing material to this country that called for a 
payment to them of $11 a unit before duty, as a minimum that they 
were willing to accept. That contract, as far as we know at the present 
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time, is still in effect. But at the same time, prices have gone down 
$2 since then and there has been no reneging in delivery on the part of 
the foreign producers. 

What hes happened is that during the period of the Korean emer- 
gency, when tungsten was in such short supply, we set up a purchase 
program in this country at $63 a unit. We also set up foreign purchase 
programs. We supplied rapid amortization for the domestic pro- 
gram, and in the case of the foreign programs, in some cases, we made 
advances of the funds to be used for construction of plants and to equip 
them, and then we contracted for their complete production over a 
long period of time. We bought some two and a half times as much 
foreign ‘material as we bought ‘domestic material. Those contracts 
were on a2 long-term basis. Some of them have not yet run out. They 
were on an average price of $55 a unit, which is the $63 less the $8 duty. 

That foreign semustien was so encouraged and grew so large that 
the foreign prbdinetion has never gotten back to what I would call a 
normal rate. In other words, it has not yet been squeezed enough to 
get rid of some of this American-financed production to the place 
where it can be considered on an actual competitive basis. How 
long that is going to take, I don’t know. Every thought by this 
time that would have taken place. To our knowledge, it has not. 

We know that from a dollars-and-cents standpoint that no one any- 
where in the world can produce under normal circumstances tungsten 
for $9 a tnit. ° We also know, however, ‘that through ICA aid and 
other means, some of these principal producing countries have actu- 
ally, in effect, no production costs because all their costs of produc- 
tion are met through ICA funds or other advances for military forces 
in their countries. Any dollars that they receive for their tungsten 
is money that may be used for importing materials from other 
countries. 

Senator Brstx. What you have done, as a taxpayer, you have made 
money to put yourself out of business. 

Mr. Secerstrom. I am saying that, and that is actually the case. 

Senator Martone. We have only been doing that now for 24 years. 

Mr. SecerstroM. Does that answer your question ¢ 

Senator Brste. Yes. I think it is very helpful. 

From what I understand from this sentence, even if the Seaton 
stabilization plan became law today, it might not be of too much 
assistance to the tungsten industry because you would have difficulty 
in finding sales. 

Is that what you are saying? 

Mr..Srcerstrom. Yes, sir. 

Senator Martone. One of the reasons you are finding this is be- 
cause any offer that you made to sell to smart operators, and they 
are smart because they are in business of consuming tungsten, and 
they could outbid you what your price was. If it was $10, they 
would still outbid you ? *% 

Mr. Secerstrom. That is right. We would just be bargaining. 

Senator Manone. In the first place, we financed these people in 
Korea and other places. We put out $70 billion since World War IT 
to build their plants and to get gold dollar balances to pay off dicta- 
tors. Then we financed places like Korea, both machinery and put 
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them in business, so they really could give it to you for about $2 
unit and come out ? 

Mr. Secerstrom. As I said a moment ago, if they could get $1 a 
unit, they would be ahead in dollars. 

Senator Matong. That would be their profit? 

Mr. Secerstrom. That is right. i 

Senator Martone. You are trying to explain that they are not bound 
by the price they are now paying and, when you made. a bid, they 
would go out for bids on the other imported.ore ? 

Mr. Secrerstrom. That is correct, It is a very highly competitive 
market. I will return to my statement. 

As a result, it would require a long period, say of, possibly, even 2 
or 8 years, for this inventory to be picked up and the way cleared for 
normal market transactions. In the meantime, there is no point for 
tungsten mines to contine to produce at a loss and to build up even 
larger inventories that must be eventually eliminated if conditions are 
to return to anywhere near normal. 

While S. 3892 does provide for the inventory relief in the amount of 
25,000 short-ton units from each producer, such relief cannot come 
until sales are made to cover this number of units, and they must be 
spread over a fairly long period in order to be eligible. 

With this major problem in mind, it is felt that some consideration 
should be given to a change in the plan where overhanging stocks can 
be removed from the market so as to allow the normal marketing of 
future production. 

In the consideration of this proposed legislation, it is felt that the 
entire program should be included in one bill and not separated into 
individual bills. In effect, this recommendation was also made earlier 
by Mr. S. H. Williston. 

With higher temperature materials being required more and more: 
for missiles, jet and turbojet engines, and industrial uses, research on 
tungsten is receiving more and more attention currently, due to its 
properties and its high melting temperature. While research on such 
matters is relatively slow, we must catch up with and surpass the 
Russians in this field. 

Tungsten research is now each day receiving more attention than 
at any time in recent years, and, as a result, the assurance of a domestic 
source of supply that the consumers know will be forthcoming from 
domestic mines will go a long way in reassuring the research people 
that they will not be fully dependent on foreign sources that might 
be cut off in times of need. 

With these suggestions in mind, and looking at the overall problems 
that confront the domestic tungsten industry, it is felt that the stabi- 
lization plan is intended to aid and assist the domestic mining industry 
and that the administration is sincere in its belief that the Government 
is desirous of keeping the American mining industry healthy and 
strong and, in trying to accomplish this within the framework of the 
international problems confronting the administration, it has devel- 
oped the domestic minerals stabilization plan as outlined in Senate 
bill 3892. 

' The tungsten industry is appreciative of the endeavors and the 
efforts of the administration in coming forward with a plan which 
would at least help to maintain our minerals industry until such time 
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as the present low consumptive requirements may be corrected by an 
upswing in the general economy. 

It is with these thoughts in mind that the domestic tungsten industry 
ee Senate bill 3892 and appreciates the long and sincere effort 
of this committee to keep alive this industry which is so essential to 
the security and important to the economy of our Nation. 

Senator Brste. Thank you, Mr. Segerstrom, very much. 

Senator Malone. 

Senator Matone. The situation in which you find yourself now, 
speaking of tungsten producers, is that you do have an adequate 
stockpile ? 

Mr. Secrerstrom. That is correct. 

Senator Martone. You do have an overwhelming foreign supply ? 

Mr. Secerstrom. I will say this, as far as the stockpile is concerned, 
all figures are classified. We do know, in referring to them, it has 
been stated that we have more than an adequate stockpile. 

Senator Matonr. We have reason to suppose that we have because, 
under this special Malone-Aspinall Act, which is still good until 1959, 
we did buy a lot of tungsten. 

Mr. Secerstrom. That is correct. 

Senator Martone. We did not use any of it in private industry, did 
we, to amount to anything? 

Mr. Secerstrom. Some of it was diverted. 

Senator Matonz. What percentage would you say ! 

Mr. Srecerstrom. Of course, that is classified. 

Senator Matons. I know. 

Mr. Srcerstrom. A relatively small percentage, I would think. 

Senator Matoneg. Five percent marr be probably a maximum ? 

Mr. Secerstrom. I would say that, probably, is so. 

Senator Matone. Ten would be outside? 

Mr. Secerstrom. That would probably cover the outside. 

Senator Matonr. It does not matter. We have it in the stockpile. 
Why? Because, all during the time that the act was active, the for- 
eign supply was available well under the price. It could have been 
half the price and a third of the price even then. At least it was under 
the price enough to keep the consumers using foreign tungsten ? 

Mr. Secerstrom. That is correct. 

Senator Martone. That foreign tungsten is still available in prac- 
tically any amount they want, is it not? 

Mr. Secerstrom. It is available in large amounts. I would not 
say in any amount they might want. 

Senator Matone. Much above anything they are likely to demand? 

Mr. Srecerstrom. That is correct. 

Senator Martone. And give them a few months and it would be 
almost any amount that you could demand? 

Mr. Secerstrom. That is right. 

Senator Matonr. There is plenty of tungsten in the world? 

Mr. Srcerstrom. Yes; there is. 

Senator Martone. There is no shortage of tungsten or manganese, 
no shortage of anything. It is a question of where you are going to 
get it. 

Mr. Secerstrom. That is correct; as to where your source of sup- 
ply is. 
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Senator Matonr. One of the things I was very much interested in, 
and so was the committee, because we had a man by the name of 
Thielemann from Stanford Research Institute who was very en- 
compeaens’ in his testimony at that. tinie—if his experiments looked 
reasonable and worked out, the consumption of tungsten might be 
doubled. Did he not say something like that before this committee? 

Mr. Secerstrom. Yes, sir. 

Senator Matone. Now, you and I are practical people. I am, not 
very practical any more. You are still trying to make a living the 
hard way and I am here wrestling with another end of it. But sup- 
pose it were doubled, do you not suppose that the foreign pall 
would be offered at practically the same price within a very reasonable 
time, and you oak. be in the same relative position / 

Mr. Secerstrom. That could very easily occur. 

Senator Martone. Has it not occurred / 

Mr. Secerstrom. It has occurred. 

Senator’ Matrone. In other words;:in the First World War we did 
not use much tungsten. We did not know much about it. 

Mr. Secerstrom. There was a considerable amount used in the First 
World War. 

Senator Martone. That is true, but compared to what is used now ¢ 

Mr. Srecerstrom. No; not compared to what is used now. 

Senator Marone. In the First World War and prior to the First 
World War were not the Germans the first ones to increase the use of 
tungsten ? 

Mr. Secerstrom. The Germans and English were the first. 

Senator Matone. We took it up as a hobby, but we did not have to 
use it. The war began to show what tungsten could do in steel; is that 
not true ? 

Mr. Secerstrom. That is correct. 

Senator Matone. Then we went from there—I say “we”; the steel- 
makers. The situation prevailed then just like it does now. There 
was plenty of tungsten elsewhere than here. As the amount con- 
sumed annually increased, the foreign production increased and was 
always available. You did not need any of the domestic production 
at all except when you were cut off during a war. 

Mr. Secerstrom. That was ordinarily the case. 

Senator Martone. It would be the case very soon when the demand 
was apparent. It would be answered by foreign production and at 
lower cost than you could produce here. 

Mr. Secerstrom. I would say in normal times that was pretty much 
the case. 

Senator Martone. In wartimes, it was available over there, but you 
could not get it over here on account of submarines? 

Mr. Secerstrom. That and maybe it was held by countries that we 
were at war with. 

Senator Martone. That is right. 

The Harry Dexter Whites and the Alger Hisses cooked up this pro- 
gram making us dependent on foreign nations, did they not? I have 
Harry Dexter White’s letter which I read once or twice. 

Mr. Secerstrom. I think you are correct. 

Senator’ Martone. He wanted to become dependent on Russia for 
even petroleum to save our own. ' 
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Then it is a little surprising to me, and I will ask if it is to you, that 
mengreee still continues these programs. They are being continued; 
are they not ¢ 

Mr. Secerstrom. Some of them. It is getting down to cases:on 
almost all of them. 

Senator Matone. What ones are not being continued ? 

Mr. Secerstrom. Pardon me, maybe I misunderstood your question. 

Senator Matonr. We are continuing the whole business of making 
available to consumers at this country at a lower cost the foreign pro- 
duction in practically everything. 

Mr. Secerstrom. That is true. 

Senator Martone. Even monkey wrenches. If it was not for a war 
economy, how long do you think that anybody would be in business in 
this country ¢ 

The purchasers of material, the textiles, and all the rest of the stuff 
and the materials that are necessary to keep the economy going, what 
is keeping it going? 

Mr. Secerstrom. It is a very serious situation. 

Senator Marone. Is it not mostly war activity and war economy? 

Mr. Secerstrom. I would say it had been up until recently. I do 
not think that is right now as great as it has been. 

Senator Matone. You mean the armed services are not spending 
as much ? 

Mr. Secerstrom. They are not spending as much money. 

Senator Matone. I thought they were spending more. 

Mr. Secerstrom. They have had more appropriated. 

Senator Martone. They are making these contracts every day. The 
rate is greater today than it was when we came back here in January, 
and it will be greater after we leave; contracts for missiles and every- 
thing. 

Mr. Secersrrom. Yes. 

Senator Martone. But they are using the same materials and getting 
them from foreign nations; are they not? You are testifying that 
they are getting tungsten. 

Mr. Secerstrom. Yes, sir. 

Senator Matong. We just had a man here testifying that they are 
getting manganese. What is it that they are not getting? 

Mr. Secerstrom. I guess in answer to your question I would have to 
say that in practically every case they could get it from foreign sources. 

Senator Martone. Are they not getting it ? 

Mr. Secrrstrom. I would think so; yes. 

Senator Martone. You finished your statement ? 

Mr. Secerstrom. Yes, sir; I finished my statement. 

Senator Martone. Let us get down to bedrock here. 

I did not see that you made any new suggestions. We have two bills 
in front of us. What is the Allott bill? What does it do? 

Mr. Secerstrom. That was, as I recall, to bail out the overhanging 
eee that is hanging over the market that was created by Public 

aw 733. 

Senator Matonp. It is the material that the boys have under their 
beds.and do not want to sell it? 

Mr. Srcerstrom. That is right. It would remove that from the 
market. It was introduced at the previous session. It was well 
thought out and I thought had some merit to it. 
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Senator Matone. What would that do; put you back on the board 

so you can pay the bank what you owe them ¢ 
r, Secerstrom. I would think it would in some cases, particularly 
in the case of a lot of these smaller producers. 

Senator Martone. So you could close out permanently and still eat? 

Mr. Secrersrrom. I am hoping it will not come down to that. 

Senator Marone. It will not keep you in business; it will put you 
on the board to dispose of the tungsten that you have on hand that 
you did not want to sell at a loss? 

Mr. Secerstrom. That is correct. 

Senator Matonr. Then you would not, go ahead and produce an- 
other batch, thinking that they might bail you out again unless there 
was some principle adopted upon which you could spend your money? 

Mr. Srcerstrom. That is one reason why we endorse the Seaton 
plan, that.it would carry along after that bail-out period. 

Senator Matonge. You think it would carry you along? 

Mr, Secerstrom. It would go a long way in helping up, yes, sir, and 
carrying us through a period in which no other plan has been brought 
forward. 

I know everybody has tried his best, and this committee has worked 
hard and diligently for it, and there does not seem to be any other 
answer at the moment that has a chance of reaching ultimate results. 

Senator Matonz. Of course, I do not go with that. 

I think if everyone took a different attitude, there would be a differ- 
ent attitude in Congress. You have your Congressmen, you have your 
Senators. They are thinking about 500 things and this is only 1 of 
them. 

Mr. Secerstrom. Yes. 

Senator Matone. As long as all the boys that come in say this is 
going to go over and we will do this, they just let you do that. 

Mr. Sreersrrom. As I said in my statement, we have given serious 
consideration to tariffs, excise taxes, and quotas. 

Senator Matone. What did you decide about tariffs ? 

Mr. Srcerstrom. The difficulty on tungsten and in tungsten con- 
centrates is that the duty is $7.93 a short ton unit, which is the equiva- 
lent of 50 cents per pound of contained tungsten. That is the rate 
that was set in the 1930 Tariff Act. That was reduced only once for 
a period of 2 years in a trade agreement with China. 

Senator Martone. What would you say the tariff would have to be? 

Mr. Sxeurstrom. To be very practical again, it would have to be 
increased up to a minimum of $24 a unit to make it comparable. 

Senator Martone. On a $4,000 automobile, it costs you $2,200 to get 
it into England. What is the matter with the tariff that would make 
it different, whatever it is? Is there anything the matter with it? 

Mr. Sxcerstrom. No. 

Senator Martone. Let me ask you another question. 

In your tungsten, carbide, high-grade steels, what difference would 
it make in the cost of the end product, that difference of $7.50 and 

24% 
: Mr. Srcersrrom. I do not think it would make any serious differ- 
ence. The tungsten price has gone down and the tungsten carbide 
prices have remained fairly firm. 

Senator Martone. Did you ever figure it out ? 
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Dard Mr. Srcersrrom. It. may be a small percentage, say 20 or 25 percent 
overall. It is the labor and the electric power and chemicals con- 
arly sumed more than it is the raw materials, 
Senator Matonx. In your ordinary steel, how many pounds of tung- 
pat? sten is involved? There is some way of getting at this. 
Mr. Sxcrerstrom. Absolutely. The Ban -speed steel is 184-1. 
ou Senator Matone. What. is that? 
hat Mr. Srcerstrom. That means 18 percent tungsten. 
Bene Mavone. Eighteen percent tungsten in your high-speed 
stee 
ae: Mr. Sxcerstrom. That would be 360 pounds per ton; roughly, that 
a would be 18 units. 
we Senator Matonr. Why do you not figure out for this committee 


in 3 or 4 grades of steel where tungsten is very important, and let us 
know what the difference in the cost of the end product per dollar of 
tariff from $7.50 up to $24 would be? 

id Mr. Secerstrom. I would be glad to do that. 























ad Senator Marone. And include it in the transcript. 
lf 
j (The information referred to follows :) 
r ExHrsit A 
Duty per Duty per Duty per 
pound of pound of pound of 
steel per steel per steel per 
Duty per short ton unit of tungsten ! each 1 per- each 6 per- | each 18 per- 
cent of cent of cent of 
tungsten tungsten tungsten 
content content content 
ee are ls os dnelip thadin baled imps &i valk wrcinicedhenmres ua aaa aE $0. 005000 $0. 03000 $0. 09000 
i i a a wr vg el int ll ald eal aie . 005625 . 03375 . 10125 
ce cadniwdadbvvbsovewsmcesedncnbavedaabhs sasloli ean . 006250 . 038750 . 11250 
. 006875 - 04125 . 12375 
. 007500 . 04500 . 13500 
. 008125 - 94875 - 14625 
. 008750 . 05250 . 15750 
. 009375 . 05625 . 16875 
. 010000 06000 | . 18000 
. 010625 | . 06375 | - 19125 
. 011250 | 06750 | . 20250 
. 011875 - 07125 | . 21375 
. 012500 . 07500 . 22500 
. 013125 . 07875 | . 23625 
. 013750 . 08250 | . 24750 
. 014375 . 08625 . 25875 
. 015000 - 09000 | . 27000 
i 











1 A short ton unit of tungsten trioxide (W Os) contains 15.86 pounds of tungsten metal (16 pounds in round 
numbers to simplify these computations). 


Note.—The present duty is actually $7.93 per short ton unit but to simplify these computations has been 
rounded out at $8 per unit. 

A further cost would occur in actual production of the finished steel due to metallurgical and slag losses, 
but this cost would be negligible. 

Refer to exhibit B for tungsten content of various grades of tool steel. 


Senator Matone. It seems to me that whatever you do, as long as 
you are not on a principle, and you have to have an appropriation from 
Congress every year, no one in his right mind is going to put much 
new money in an industry. 

Mr. Srecerstrom. I thnik that is a very practical statement. 

Senator Matonr. I know it is, because I have watched Congress for 
35 years, and I have been here 12. No one Congress can commit an- 
other, and you know that. All they can do is to say, “This is our best 

judgment at this time.” Next year it isa new deal. It is new people 
ots of times. 
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The prospect for new people is getting better in this country, I think, 
That is not with regard to either party, either. So I think it would 
be very helpful if you would do that. 

There are some steels that have much less than 18 percent ? 

Mr. Srecerstrom. That is right. That is what is known as the 6-6 
variety: 6 percent molybdenum and 6 percent tungsten. That is a 
cutting steel used as a substitute for 18-4-1 when tungsten was in 
short supply 

Senator Martone. Is molybdenum to a certain extent a substitute for 
tungsten ? 

Mr. Sxecerstrom. During World War II, and during Korea, there 
were new steels developed where certain percentages of tungsten could 
be partly eliminated and - substituting molybdenum and still get 
fairly close to the same results. However, the operating speeds varied 
and some of the resulting cutting ability differed. So I would not say 
it is a direct substitute, but it is a partial substitute. 

Senator Martone. Under certain conditions ? 

Mr. Secerstrom. Yes. 

Senator Matone. You might give us a few paragraphs on that. You 
understand it. It is something that this transcript might need. 

Senator Brste. I think that would be helpful, and would you fur- 
nish it by noon ? 

Senator Matonr. Many people who will read this transcript may 
not have the ability to figure this out, and sometimes statements are 
misleading. 

(The material referred to follows :) 


ExHIsBIT B 


Tungsten high-speed steels—T 
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Molybdenum high-speed steels—M 
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_ Senator Martone. You heard me say I am for the Seaton plan as 

an interim plan until we see what Congress is going to do with the 
1934 Trade Agreements Act. If it does not extend it and we go back 
to the Constitution, the only roadblock on this tungsten—we never 
had a trade agreement with tungsten. 

Mr. Secerstrom. There was one that was abrogated when China 
was invaded by the Russians. 

Senator Martone. It was limited to 50 percent up or down. It was 
enough at the time, but with inflation and the dollar worth about 35 
cents, you have lowered your tariff by a matter of percentage in that 
amount. So it would probably be necessary for the Congress to give 
them a greater leeway which I think would be no trouble at all 

etting Congress to do, once you went to the Constitution of the 
nited States and operated under section 336 of the 1930 act, which 
was displaced by the 1934 Trade Agreements Act. 

Without going into any further detail, if that could be done, would 
you favor that sort of proposiiton; just go back to the Constitution 
of the United States and let the 1934 Trade Agreements Act expire 
and starting talking about the subject ? 

Mr. Secerstrom. Yes, I would, if it could be done. 

Senator Martone. Like our previous witness, you have a rather skep- 
tical approach. 

Mr. Secerstrom. No, I do not have a skeptical approach. I say 
if it could be done, I would favor it. 

Senator Martone. Are you assisting in any way to get it done? 

Mr. Secerstrom. Senator, as I say, we tried on the House side to 
get some consideration and we did not get anywhere. 

Sentor Matone. I just think you scared those yearlings to death. 
I am not sure they are going to scare over here. 

Are you going toa Sear butars the Senate Finance Committee? 

Mr. Secerstrom. They are starting on Friday, but I notice their 
time is taken up for some time already. 

Senator Matone. Industry is starting Monday. 

Mr. Secerstrom. Yes, but there are several days already scheduled. 

Senator Matone. Have you made any appeal ? 

Mr. Secerstrom. Yes, somebody is going to appeal. 

Senator Martone. For tungsten ? 

Mr. Secerstrom. Yes, sir. 

Senator Martone. From your organization ? 

Mr. Sueerstrom. Yes, sir. 

Senator Matone. I would give that some very careful thought. 

That is all, Mr. Chairman. 

Senator Bratz. Thank you, Senator Malone. 

May I ask you just a couple of questions, Mr. Segerstrom, so I am 
clear on your statement ? 

Over here on page 3, you first point up the problem of the over- 
hang and then the difficulty of making sales as you have outlined. 
Then you say: 

With this problem in mind, it is felt that some consideration should be given 
to a change in the plan where overhanging stocks can be removed from the market 
80 as to allow the normal marketing of future production. 

In the so-called Seaton stabilization plan and the Domestic Minerals 
Stabilization Act of 1958, there appears to be a provision for the 
purchase of tungsten ores that are not newly mined and have been 
acquired and produced after July 1, 1956. 
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As I understand it, though, that applies only in the case of sales, 

Mr. Sxcerstrom. Yes, sir. 

Earlier on page 3, at the bottom of the page, I made the statement: 

While 8. 3892 does provide for the inventory relief in the amount of 25,000 
short ton units from each producer, such relief cannot come until sales are made 
to cover this number of units and they must be spread over a fairly long period 
in order to be eligible. 

Senator Bratz. That is thesame thing I just said. 

Mr. Secerstrom. That is correct. 

Senator Brsxe. In other words, the payback features of S. 3892 
are not particularly valuable to the tungsten industry because it does 
not become in effect until you have a sale and you may have great 
difficulty in making a sale? 

Mr. Sxcerstrom. Thatis right. 

Senator Bratz. That leads me to my next question. 

Would it make sense, particularly in the case of tungsten, and I 
think even with a stronger—and I think it is on sounder ground in 
view of Public Law 733, if there were to be built into whatever legis- 
lation we reported out something in the nature of picking up the 
800,000 units now in stockpile at a price, let us say, of $36, which 
seems to be the price set by the Secretary and arrived at in this legis- 
lation? That would be a total cost to the United States Government 
of $10,800,000, picking up overhang, picking up 300,000 units which 
were produced pursuant to Public Law 733, but on which the Congress 
did not keep faith. 

Would that be helpful to the tungsten industry ? 

Mr. Secerstrom. That is what I had in mind and am referring to 
in my statement, Senator, 

We have seen the instance in several other commodities that are bein 
considered in this bill, where they have gone along on that way on 
they are facing similar difficulties as the tungsten industry. 

Senator Bree. That is right. 

The stabilization plan first provided a 5-year stabilization with a 
cértain spread for copper and the same for lead and zinc, and now 
members of the industry have indicated that they would rather have 
an outright purchase to take the overhang. 

Would that be true of the tungsten industry ? 

Mr. Srcerstrom. In the case of tungsten, we have what we thought 
was a commitment under Publie Law 733, and we know what happened 
to that. 

Senator Bratz. I certainly agree with you that it was a commit- 
ment. I have argued and Senator Malone has argued, but we have 
been unsuccessful in getting the money along with the argument. 

Mr. Secerstrom. I appreciate that, and you both worked hard on it. 

I would say that the tungsten industry feels that until that over- 
hang is removed, that they are still going to be in continual trouble, no 
matter whether ‘the Seaton plan as presented to this committee goes 
through in that form or some other form. That is going to remain a 
problem. 

As I mentioned before, I say it may take even 2 or 3 years for 
normal marketing conditions to alleviate that overhang. 

Senator Bratz. Now this question: 
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If the Congress were to enact into law a provision to pick up 300,- 
000 units of tungsten now in stockpile at a figure of $36, which is a 
total cost of $10,800,000, and secured the money from the Appropria- 
tions Committees to go with it, then what would be your feeling as 
to the stabilization features of the Seaton plan ? 

Buying 375,000 units at a maximum liability to the United States 
Government of $18 per unit? 

Mr. Secerstrom. That is right. That would run about $6,750,000 
a year. 

Ipendtor Brie. How effective would that plan be under that par- 
ticular set of circumstances, if you removed all the domestic overhang? 

Mr. Secerstrom. If the domestic overhang was removed, then I 
would say that the Seaton plan would be workable over the 5-year 
— as outlined in his presentation to this committee by Secretary 

aton. 

That is my own feeling. I have talked to practically everybody in 
the industry and they all seem to have that same feeling on this one 
point; it is this market overhang that seems to be worse in proportion 
‘on tungsten than it is on any other commodity that is making it really 
‘difficult in our overall situation. 

Senator Brste. To summarize, then, if one is to make the Seaton 
stabalization plan effective, insofar as tungsten is concerned, it would 
also be necessary to accompany it by some type of purchase program 
that removed the present stockpiled units in the United States? 

Mr. Secrerstrom. Yes, sir. 

Senator Brste. The defect in the plan that has been submitted is 
that it requires sales, and you cannot make sales ¢ 

Mr. Secerstrom. Yes. 

Senator Brstz. And it would take a long period of time? 

Mr. Secerstrom. It might extend for 2 or 3 years, and some have 
been more pessimistic than that as to how long it would take to remove 
that overhang. 

Senator Brie. I think the record is clear on that. 

I want to ask one further question, and I want to compliment you 
for a very clear and concise statement you have made with regard to 
this tungsten problem. 

It was suggested to this committee the other day by Bob Palmer, in 
addition to the $36 per unit for the so-called larger producers, that 
there should be a $42, I believe, per unit paid for smaller producers, 
and a smaller producer I think he defined as any one producer in any 
one mining district who produces not in excess of 1,000 units per year; 
is that correct ? 

Mr. Szecerstrom. That is correct. That was the recommendation 
that Mr. Palmer made in respect to the small tungsten operators in 

Colorado. 

Senator Bretz. What would be your comment as to that type of 
provision in addition to these two things you have commented on? 

Mr. Sxcerstrom. I can see where no one can object to consideration 
of that. There has always been one criticism of the tungsten indus- 
try, that a few of the large ones got the greatest benefit out of the 
programs, and that the small ones, while they received some benefit, 

did not get it in proportion to what they were entitled. 
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I would say the more dollars that could be paid to a smaller pro- 
ducer, and I would say that certainly qualifies a small producer, which 
would be in effect $42,000. gross income per year, if it was $42 or $43 
or $44, it would be just pure economics. 

That differential would help more people. 

The same thing would apply to the $36. 

You have had some previous witnesses who were asked how many 
producers could operate at $36? 

Senator Brste. That was my next question of you. 

Mr, Secersrrom. Under the Seaton plan there is a limit of 60,000 
units per year per producer, or 5,000 units per month, that would be 
eligible for the stabilization payments. 

atmo that the 375,000 units per year would be adequate to 
take care of the domestic production that could be forthcoming at 
that price of $36 as proposed, and withthe limitations- put on-the 
producers. 

Senator Brste. Does that mean there would be 6 producers pro- 
ducing 60,000 units per year ? 

Mr. Secersrrom. I think perhaps 5 producers producing 60,000 
units, or roughly 300,000 units, and the balance being made up by 
medium and small size. I feel there is adequate leverage in that the 
small producers would be taken care of in that particular phase. But 
the phase that you mention in regard to price is another consideration 
that I think should be considered. 

Senator Bratz. I do not know that you have directly answered 
the question. 

Mr. Secerstrom. Probably not. 

Senator Bratz. Can these 5 producers stay in business if the price 
of tungsten is $36 per unit and the yearly limitation is 60,000 units 
per producer? 

Mr. Srcerstrom. I think that same question has been asked on other 
commodities. 

You would have to recognize the upward trend of costs. Several 
of those producers have been producing at rates that are higher than 
60,000 units. So their production al have to be cut back to that 
rate; either that or they would produce over that rate and sell their 
other production irrespective of the stabilization payments. They 
could do that, as I understand the wording of the bill. 

Senator Bratz. Will you continue your Nevada operation at $36 
per unit ? 

Mr. Secerstrom. We do not feel that we can continue our Nevada 
operation at $36 per unit, to be very frank. We are going to shut 
down on June 27. 

Senator Bratz. That is about a week away. 

Mr. Secerstrom. That is next Friday. 

Senator Brsiz. Is that a complete closure of your tungsten oper- 
ation ? 

Mr. Secersrrom. It will be a complete shutdown except for a skele- 
ton crew. That will be all that will be left there. 

Senator Brste. What price insofar as Nevada-Massachusetts Co. is 
concerned would be necessary in order to continue this operation ? 

Mr. Secersrrom. From our own standpoint, we cannot continue to 
operate, with labor costs going up, at anything under $40, and even 
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that might be dubious. Sixty thousand units per year is what our 
roduction has been. That would not be a factor with us. It would 
. mainly that we are probably operating on the lowest grade ore of 
any tungsten mine in the United States. That property has operated 
since 1914. There have been over a million and three-quarter units of 
tungsten produced from that property. Our mill heads have gone 
down from where they used to oa as high as 60 percent material that 
could be shipped direct, down to where we are well below half of 1 
percent, and economically we are pretty much out of the picture. 

I do not want this testimony that I am giving to influence anyone 
that we are not entirely satisfied with this program. 

Senator Bratz. I understand. 

Mr. Secerstrom. I am an American citizen like everyone else. If 
business’ comes and business goes, you haye to take it and make the 
most of it. 

Senator Brsue. I understand your position. 

Mr. Secerstrrom. I have been trying to approach this thing for the 
overall good of everyone concerned, and not with any individual inter- 
est particularly in mind. 

Senator Bratz. You have serious doubts that at $36 a unit, you could 
continue this operation ¢ 

Mr. Secerstrom. That is correct. 

Senator Bratz. I think I have no further questions. 

Did you want to ask anything further ? 

Senator Matone. Yes. 

This brings into the picture the complications and the back wash 
that comes in-when you start to regulate an industry in detail, which 
you have to do if you do something for it after you put it out of busi- 
ness. It was not the way we stayed in business for 150 years, up to the 
1934 Trade Agreements Act. 

Of course, 60 percent dollar value of all imports came in without a 
tariff. On our commercial production, that needed some “evener” 
between the wages abroad and the wages here, and the taxes and cost 
of doing business, the tariff is what we required. 

Mr. Secersrrom. That is right. 

Senator Matone. It was adjusted on the basis of making up the 
difference ? 

Mr. Secerstrom. Yes. 

Senator Matone. The 1930 act laid down the principle and that was 
probably the best act they ever passed. 

Then what you were doing was competing for the American market. 

Mr. Srecerstrom. For the home market, that is correct. 

Senator Matone. On an equal basis with all foreign producers, 
theoretically. 

Mr. Secerstrom. Yes. 

Senator Marone. Then what happened if you overproduced the 
American market? Did not the less efficient go out of business? 

Mr. Secerstrom. That is right. 

Senator Matonge. Nobody paid any attention to it. It was the 
American way. 

Mr. Secerstrom. That is right. 

Senator Martone. When did we get into all this turmoil of some- 
body in Washington figuring out who was going to be in business, how 
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much you would allow them to produce, whether it was needed in war 
industries, and the thousands of elements that have come into this 
since; is that right ? 

Mr. Secerstrom. That is correct. 

Senator Matone. There is no end to it, is there? 

Mr. Sreerstrom. There does not appear to be. 

Senator Maronr. We had a Secretary of Interior that got down 
to the nth, in my opinion, of trying to figure out things in Washington, 
We had him here and ke knew exactly what he was for. 

Finally, I said, “When will be the end of this program? When will 
we determine who ought to stay in business?” 

It got to the point where he thought that the Department of Interior 
should determine who should stay in business. I said, “Do you not 
suppose that the competitive and less efficient would go out of business 
if you had a tariff that would make that difference ?” 

e never answered that. 

Do you not think that is the way it would operate ? 

Mr. Secerstrom. Probably ; yes, sir. 

Senator Matong. If you had a tariff of $24 or $18 or $10 or what- 
ever it took to make that difference in wages, and if you could compete 
with other Americans, you are in business to the extent of the American 
market. At least you are competing on an even business with foreign 
low-wage nations. You woul not have to worry about that. Con- 
gress took care of that. 

Then suppose that the competitors for the American market got 
below $40, you would close up and you would not complain. 

ae Srecerstrom. I do not think you would have any reason to com- 
ain. 
m Senator Martone. You would not. 

That is the way we did business for 150 years. That is before we 
had 2 million people in Washington mostly worrying about what they 
cooked up. 

That is all, Mr. Chairman, for the witness. 

Senator Brste. Mr. Segerstrom, you may be excused. Your testi- 
mony was very helpful to the committee and we appreciate it. 

Mr. Sreerstrom. I would like to thank the committee for this op- 
portunity to appear before you. 

Senator Martone. Mr. Chairman, I wanted to be here when Mr. 
Larsen testified this morning. His testimony is very interesting and 
very much to the point. 

When I was in Nevada at a meeting of 200 unemployed, they passed 
a resolution which I would like to make a part of the record following 
Mr. Larsen’s testimony and cross-examination this morning. 

Senator Brste. Senator Malone would like the resolution, passed in 
Ely, Nev., by the United Mine Worker group on the subject that Mr. 
Larsen spoke, entered in the record following Mr. Larsen’s testimony. 

Thank you, Mr. Redwine. 

Our next witness is Mr. W.G. Maloney. I understand that he has a 
short statement and that he will present several tables to supplement it. 
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TESTIMONY BY W. G. MALONEY, MANAGER, MINING ASSOCIATION 
OF MONTANA, BUTTE, MONT. 


Mr. Matonry. May I take this opportunity to thank the chairman 
and this committee for the opportunity to present to you certain sta- 
tistical and informational material pertaining to Senate bills 3892, 
with amendments, and 3816, and to the metal-mining industry. 

With your permission I would like to submit for the record four 
statistical tables numbered 1 through 4, including explanatory 


remarks. 
Table No. 1 lists chronologically the number of new claims for 
















rior unemployment compensation during the period of the drastic curtail- 
not ment in the mining industry during 1957 and to date this year, with 
tess comparative figures for 1955 and 1956. 
Table No. 2 outlines for 1958 only, the total claimants receiving 
unemployment compensation beginning with the week ending January 
24 through the week ending May 30, 1958. The table also lists the 
number of those who have exhausted their unemployment benefits 
ut- during this period of time. 








te Table No. 3 statistically outlines the amount of money paid out on a 
in yearly basis for 1957 and the number of checks issued, with a semi- 
m annual breakdown for this year. It also lists the payments made 
b monthly January through April 1958, and lists the total moneys paid 

out for the calendar year 1956 and the number of checks issued.’ ‘This 
t table pertains to Silver Bow County, Mont., only. 





Table No. 4 outlines the accelerated increase in the Silver Bow 
County welfare payments beginning in November 1957, up to and 
including May of 1958. 

These tables clearly indicate the dire economic effect of the ecurtail- 
ments in the mining industry on employment and payrolls in Silver 
Bow County and in Montana. The effect in Silver Row County is, 
of course, duplicated in other mining counties in the State and in the 
Nation. 

I have attended the hearings of this committee and heard the many 
excellent statements made by representatives of the mining industry. 
There is no need of me to further take up the time of this committee or 
burden the record with a lengthy statement which would duplicate the 
testimony of industry witnesses and others. Therefore, I agree with 
and support the statements made by C. E. Schwab, Chairman, Emer- 
gency Lead Zinc Committee; Miles P. Romney, manager, Utah Min- 
ing Association on Lead and Zinc; William Weaver, of the Tungsten 
Institute and Ray Sullivan of the Minerals Engineering Co. in Tung- 
sten; John Bley, vice president and general manager, American 
Chrome Co.; on chrome and operations at Nye, Mont., and Clyde 
Flynn, Jr., representing the domestic fluorspar industry. The Mon- 
tana Mining Association believes that upgrading of manganese and 
chrome, as specified in Senate Resolution 304 should be undertaken 
by the Government at the earliest possible moment. 

Secretary Seaton, in his incentive payment bill, now introduced as 
S. 3816, makes provision for chrome but not for manganese. I sug- 
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gest that this committee seriously entertain the idea of including 
ans in S. 3816 with an incentive payment of not less than $] 
per long ton unit and a sufficient amount of units covered per year 
to sustain and allow a healthy expansion of present domestic produe- 
tion. 

The exact amounts I leave to the good judgment of the committee. 

In the Seaton stabilization plan, as outlined in S. 3892, payments 
— be made to producers of acid-grade fluorspar. 

luorspar is a very important mineral to the economy of Montana. 
I should suggest that metallurgical fluorspar be added to the Seaton 
stabilization program. 

Domestic metallurgical-grade fluorspar should be supported at the 
rate of 150,000 tons per year, the stabilization price to be $34.50 for 
60 percent effective, $38.50 for 70 percent effective, $41.25 for 75 per- 
cent effective, $44 for 80 percent effective, and $46.75 for 85 percent 
effective, all prices f. o. b. point of shipment. These prices are at the 
same rate presently authorized by the Office of Defense Mobilization, 
and represent the price ODM found necessary in order to achieve any 
em production. The stabilization payment per short ton should 

e $23. 

I also endorse S. 4011, a bill to purchase 150,000 tons of domestic 
copper at not to exceed 2714 cents per pound. This bill, which I un- 
derstand has the approval of Secretary Seaton, is essential to stabiliz- 
ing the domestic copper market. 

(The tables referred to by Mr. Maloney are as follows:) 


TABLE No. 1 


The following table was copied from official records of the Butte branch of 
the Montana Unemployment Compensation Commission and is part of the official 
records, Bureau of Employment Security, United States Department of Labor, 
Washington, D. C. 




















New claims Job applicants 
Month es a eee eee ae 
(col. 1) | 
1955 1956 1957 1958 1956 | 1957 1958 
(col. 2) (col. 3) (col. 4) (col. 5) | (col. 3A) | (col. 4A) | (col. 5A) 
382 458 764 | 762 | 803 2, 248 
241 284 779 | 735 | 903 2, 585 
175 220 536 696 | 817 2, 589 
143 338 419 694 865 2, 330 
116 164 349 638 552 1, 797 
117 Ban 556s ees 617 | oo ee 
131 SE npeiinin one 435 | eS ne 
89 ee debs sidde 247 | DSO 4 ios iene 
89 hh ee 269 | 5, Oe Acne ean 
112 ere } 270 | S. gree. 
209 , 3 eee | 420 9 as 
282 | Sees sc. 568 | 2,104 |__..--_-.- 
2,086} 5,914 /.......... | 6,351 | 14,942 |.........- 























This exhibit includes only new claims originating on a monthly basis as 
differentiated from the total number of continuing claims. It graphically illus- 
trates the accelerated increase in unemployment compensation claims during 
the period of the heavy layoffs in the mining industry which first became 
noticeable in July of 1957 and steadily grew worse as the prices of minerals 
decreased. 

A comparison of figures in column 5A, 1958 above for any 1 month with the 
column headed total claimants in table 2 for an identical month clearly shows 
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that to arrive at a reasonable unemployment estimate it is necessary to add 
from..25 percent upward to the official reports that list unemployment from 
official State or National unemployment reports. 


TABLE No. 2 


The following information is copied from the official records of the Butte 
branch office of the Montana State Employment Service. 





| 














Number ex- Number ex- 

For the week ending T otal hausting their || For the week ending Total hausting their 
claimants benefits claimants benefits 

(22 weeks) (22 weeks) 
Jan. 24, 1958._.....-- 1, 946 68 Ane: 4 OR. 2 5.3 1, 905 47 
Jan. 31, 1968.........- 1, 985 69 || Apr. 11, 1958__.___..-- 1,796 63 
Feb. 7, 1958.....-..-- 1,972 60 || Apr. 18, 1958_.._____- 1, 609 48 
Feb. 14, 1958_....__.- 2, 078 39 oo Be icienintnsae 1, 491 55 
Feb. 21, 1958__.._- : 2, 009 48 || May 2, 1958..._.___-- | 1, 338 34 
Feb. 28, 1958_.......-- 2, 033 53 || May 9, 1958_.......-.| 1, 244 54 
Mar. 7, 1958... _. 2, 072 64 || May 16, 1958___ _- rial 1, 226 33 
Mar. 14, 1958_...-_._- 2, 076 61 May 2°, 1968. _....... 1, 110 34 
Mar, 21, 1958_.._..--.| 2, 008 44 || May 30, 1968__.._.... 1, 083 2B 
Mar. 28, 1958____.___. 1, 998 58 | 








Butte branch office territory includes all of Silver Bow County; the south 
one-third of Jefferson County, i. e., Basin, Whitehall, LaHood Park, ete.; the 
west half of Madison County, i. e., Silverstar, Twin Bridges, Sheridan, Virginia 
City. The second column lists the total number of those claiming unemploy- 
ment compensation for the week ending as listed. The third, or right-hand, 
column indicates the number of those who have exhausted their full 22 weeks 
in unemployment-compensation benefits. 

Statistics as listed in tables Nos. 1, 2, and 3 refer to the State of Montana 
clients only, and do not include those who are eligible under the Federal Govern- 
ment, i. e., civil-service employees or veterans, etc. 


TABLE No. 3 


Statistical information pertinent to Silver Bow County only, compiled from 
official records in the Montana State Employment Office (Helena). 


Year and month or months Number of | Money paid 
| checks issued 


| 
| 





1956—Jan. 1 through Dec. 31_.............-.-..-. oi cgphits al cai emcee eae } 8, 681 $194, 462 
eee a Cepoenes wee. Ole i ee a CUA } 33, 302 931, 623 
TN is in oak be b> ce ete odie had te ds dintidileg ul 4 Misa halen ts | 7, 488 179, 474 
Sa 25, 814 752, 149 

PR NIE ons wiindimivicindiciacnpe neadecasegue dadwavneuigiacpmiel wake einem tro i 4, 519 | 7 "218, 199 
IS, ce dente tinite sina i brine Die Sagi en debi Maaglab eink. decease axel 6, 874 198, 563 

i lk da ln ca a ee lel Tins eal 7, 952 229, 707 
"Wee. 6. sii. Sh wl Bi ie he HL aa. a ee 22, 345 646, 469 

Pe nncsabustoase ccomaidhe, spite niitse sipenctiis LBs deilnouls kenlhiake til tdidid alla in siiaidlinas 6, 368 181, 403 
Total, January-April_____...-...-- iS AS dd EIR SRS 28, 713 827, 872 





The above statistical figures graphically illustrate the serious economic im- 
pact resulting from the depressed metal market, especially the semiannual break- 
down for 1957, last 6 months, which coincides with the heavy layoffs in the 
mining industry. 

It is apparent from the above figures that, during the first 4 months of 1958, 
there has been more money paid out for unemployment benefits than paid out 
during the entire year of 1956. In fact the monthly payments during 1958 are 
approximately equal to the entire yearly payments made in 1956. These figures 
represent the necessity for immediate action to correct these conditions. 
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TABLE No. 4 


Silver Bow County Welfare Board, Butte, Mont., disbursed November 1957 to 
May 1958, inclusive, totals approximately $150,179 in welfare payments to the 
unemployed in Silver Bow County. 


ee 


Number of | Money paid 
checks issued ” 


Year and month or months 








SURREAL SS Say) TS A at a a (eae a eae $6, 265 
i hiiihigd onli eee eee Fe | Be isisichghcabinigtd tes 7, 604 
Neen een he 12, 122 
Oi 2 ae IR RIE ELAS a EAR SEE aR OR Ses 300 20, 834 
Ro. REA EE NES LR CaO AMI seca RS TON aI 400 34, 532 
UNIS Geko tk ote en ern 500 36, 305 

eas ab tee aidmhiidh dake «bileidinp dctidhtes bone~sanansibeties 500 32, 517 


3 
= 
5 
2 


There is no data for the 2 previous years for comparative purposes, but we 
know in those years that payments did not exceed $1,000 per month. 

Since November 1957 it was necessary for the county office to employ 2 addi- 
tional clerks to interview and process applications for Silver Bow County’s 
unemployed who had exhausted their unemployment benefits or for large families, 
6 or more, who received supplemental assistance. 


Senator Bratx. Thank you, Mr. Malone. 

Senator Martone. I have nothing further. 

Mr. Repwine. Mr. Chairman, reference has been made by the last 
witness to a bill by Senator Allott. May the record show that this 
committee asked the Department of Interior and the Bureau of Budget 
for a report on this bill and none has been received ? 

Further, Mr. Chairman, on Monday of this week representatives of 
the United Western Minerals Co. testified. They have filed some addi- 
tional data. I ask that their communication be printed at this point. 

Senator Brste. Without objection, it is so ordered. 

(The information referred to follows :) 


UNITED WESTERN MINERALS Co., 
Santa Fe, N. Mez., June 16, 1958. 


MEMORANDUM 


The United Western Minerals Co. submitted two proposals to the Government. 

Proposal No. 1, which was submitted on January 20, 1957, covered the benefica- 
tion of 55,000 long tons of low-grade domestic chrome concentrates into chrome 
metal and chromic oxide. 

The price to the Government included the cost of chrome concentrates, which 
is covered by its present commitment, hauling, and freight to the eastern seaboard. 

The price of chrome metal in this proposal was 80 cents to 83 cents per pound 
against the current market price of $1.28 to $1.29 per pound. 

The price of chromic oxide offered to the Government was 32 cents to 34 cents 
per pound as against the current market price of 38144 cents to 4144 cents per 
pound. 

Proposal No. 2 was submitted on April 3, 1958. This was to convert 450,000 
long tons of Montana chrome concentrates into a metallurgical-grade product 
with a minimum of 48 percent Cr.O; and a chrome-iron ratio of 3 to 1 or better 
converted material usable for making ferrochrome and all metallurgical ores 
requiring ore of metallurgical specifications. A one-fourth weight reduction 
occurs during the conversion. 

This proposal priced the ore at Government cost for concentrates, hauling, 
and freight to the eastern seaboard of the product, the delivery price to the 
Government being based on the present incentive chrome program (i. e., $115 per 
ton). The cost of making this conversion is approximately $25 per ton. 








LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 943 


Assuming the Government cost of Montana concentrates at $40 per ton and 
hauling and freight to the eastern seaboard at $35 per ton it is estimated that 
chromic oxide can be produced from these concentrates and sold to the Govern- 


ment for $243 per ton. 
Approximately 716 pounds of recovered chromic oxide can be recovered from 


each ton of Montana concentrates. The current market price of chromic oxide 
varies from $275 to $290 per ton. Thus this proposal produces saving to the 


Government of $37 to $42 per ton. 
Each ton of concentrates valued as above, yields 535 pounds of recovered 


chromic metal which at the price offered to the Government amounts to 80 to 83 
cents per pound or $428 to $444 per ton. The current commercial price is $1.28 
to $1.29 per pound for similar quality material, or $684 per ton of equivalent 
Montana concentrates. This means a saving to the Government of $156 per ton. 

The foregoing prices are based on estimated costs since we have no firm con- 
tract for constructing the facilities, the cost of financing is unknown, and the 
rate of amgrtization has not been determined. 


J. W. PATTERSON. 

Mr. Repwine. Mr. Chairman, on June 12, representatives of the 
Association of Waste Material Dealers appeared, and in their state- 
ment appears the words: 

The copper recovered from scrap in the United States is equal to about 85 
percent of the copper produced from domestic ore. 

The chairman of the full committee has asked that there show, fol- 
lowing their testimony in the printed record, that all available statis- 
tics show for the year of 1957 primary production of copper was 
1,116,380 tons, while secondary production was only 112,080 tons. 

Senator Bratz. Without objection, that will show. 

Mr. Repwine. Mr. Chairman, the chairman of the full committee 
has just called down and said to please announce that Secretary 
Seaton will appear at 10 o’clock tomorrow morning, but that he will 
appear in the caucus room, room 318, rather than this committee 
room. 

Senator Bratz. It will be the order, then, of the presiding chair- 
man, that the meeting will be in recess until tomorrow morning at 
10 a. m. in the caucus room. 

(Thereupon, at 3:55 p. m., the committee recessed, to reconvene at 
10 a. m., Thursday, June 19, 1958, in the caucus room.) 
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THURSDAY, JUNE 19, 1958 


Unrrep States SENATE, 
SUBCOMMITTEE ON MINERALS, MATERIALS, AND FUELS, 
OF THE COMMITTEE ON INTERIOR AND INsULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 318, 
Senate Office Building, Hon. James E. Murray (chairman of the com- 
mittee) presiding. 

Present : Senators Murray, Bible, Neuberger, Carroll, Malone, Wat- 
kins, Dworshak, and Allott. 

Also present: Robert Redwine, staff consultant; George Holderer, 
staff engineer, and William Broadgate, of Senator Murray’s staff. 

The Cuarrman. The hearing will come to order, please. 

We are very happy to welcome you here this morning. 

Mr. Secretary, it has been a long, rocky, and difficult road we have 
been traveling with you and the minerals industry during the past 
months, seeking to keep this important segment of our national econ- 
omy alive and thriving. 

Your understanding of the complex problems and your cooperation 
with the committee in efforts to solve them has been appreciated not 
only by me and my colleagues, but, also, I am sure, by industry as well. 

We shall listen today, Mr. Secretary, to what you have to say with 
a great deal of interest. We are hopeful that you will be able to offer 
satisfactory solutions to most of the objections raised by industry to 
previous proposals, both to yourself, to the committee, and to industry. 

It is likewise the hope of the committee that you will continue your 
efforts, and that you, representing the executive branch of the Govern- 
ment, will be able to reconcile differences of opinion as to what shall 
be contained in the legislation which this committee, in the discharge 
of its duty, shall report on the Senate floor. 

It is my hope and intention, if at all possible, that we will be able 
to report out a bill, or bills, before the Fourth of July holidays. 

We recognize, as you do, that no work of man is perfect, but let us 
continue to strive together to work out legislation that is fair and 
equitable to the mining industry and equally fair to the taxpayers, 
so as to protect and maintain our national security for the benefit. of 
all Americans, 

Mr. Secretary, you may proceed. 

945 
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STATEMENT OF HON. FRED A. SEATON, SECRETARY OF THE 
INTERIOR, ACCOMPANIED BY ROYCE A. HARDY, ASSISTANT 
SECRETARY (MINERAL RESOURCES) ; JOHN G. LIEBERT, SPECIAL 
ASSISTANT TO THE ASSISTANT SECRETARY (MINERAL RE- 
SOURCES); AND JOHN F. O'LEARY, ECONOMIST, DEPARTMENT 
OF THE INTERIOR—Resumed 


Secretary Seaton. Mr. Chairman and members of the committee, 
first let me say that on behalf of the Department of Interior, executive 
branch of the Government, I should like to publicly acknowledge the 
debt that we owe this committee and all the members for the coopera- 
tion that you have so graciously given us in attempting to work out 
what is after all a mutual problem and a problem of, national concern, 

Mr. Chairman, in my previous appearance before this committee, 
T covered in detail the administration’s position with respect to the 
proposed stabilization plan for lead, zinc, acid-grade fluorspar, and 
tungsten. Today my comments will be directed to the new proposal 
on copper, to a supplementary program for lead and zine, to the pro- 
posed amendments for the production bonus programs for beryl 
chrome, and columbium-tantalum, and to the anticipated method o 
administering the stabilization program for lead, zinc, fluorspar, and 
tungsten. 

opper: You will recall that the administration’s stabilization plan 

for copper called for stabilization payments which would return to 

mine producers of that commodity an amount equal to that which 

they would receive were the market price 2714 cents per pound. The 

rogram was designed to stabilize production of copper in the United 
States at 1 million short tons annually. 

In recent weeks the copper situation, unlike that of lead and zinc, 
is tending toward stability. There have been production cutbacks in 
the United States and abroad which, together with the sustained high 
level of consumption in Europe and the firming trend in consumption 
in the United States are bringing supply and demand into balance. 
This balance is enhanced by the Government’s purchases of “put” 
copper, now running at 120,000 short tons annually. 

ere remains, however, the problem of the inventories which were 
accumulated over the past period of surplus production. These sur- 
lus stocks we now estimate to be 150,000 short tons. There can be 
immediate and substantial improvement in the copper situation in the 
United States or abroad so long as these stocks overhang the market. 

After consultation with members of this committee, the draft bill 
we are submitting today contains an amendment to the previously 
announced stabilization plan which would eliminate copper from sta- 
bilization payments and substitute therefor a program of copper 
purchases. 

The purchase program would permit acquisition as soon as possible 
of up to 150,000 tons of refined copper at the market price. Koatiai- 
tions would not be made when the market price for electrolytic copper 
delivered Connecticut Valley exceeds 2714 cents per pound. The ma- 
terial acquired would be placed in the supplemental stockpile and 
would have to meet the specifications governing acquisitions of copper 
for the strategic stockpile. 
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HE The substitution of a purchase program for copper in lieu of the 
original stabilization payment proposal will achieve two major objec- 


ves. 
First of all, it will achieve the objectives sought in the initial sta- 
bilization proposal; that is, the maintenance of production of copper 
in the United States at a reasonable level with a sufficient return to 
domestic ae to permit them to provide orderly mine develop- 
ment work and to utilize their lower grade materials. 
: Second, acquisitions at this time will not only benefit the domestic 





he industry, but will also strengthen world market prices and thus benefit 
=; foreign producers as well. 
A I urge favorable action by this committee on the new proposal for 
copper. 
lot and zinc limited tonnage program: One major criticism has 
+ been levied against the stabilization program as it me oe to lead and 
] zinc. There has been general agreement that from the standpoint of 


I the overall operations of the lead and zinc industry in this country, 
the stabilization payments envisaged in the program as originally pre- 
sented would be sufficient to support the levels of production desired. 

It has been pointed out, however, that the stabilization price would 
be insufficient to maintain the viability of the small-mine segment of 
our minerals economy. 

We have reviewed the proposal of Senator Allott very carefully and, 
after consultation with several members of the committee, now propose 
a further amendment to the stabilization program which would pro- 
vide for limited tonnage payments to the domestic producers of lead 
and zinc. 

For lead, the payment, in conjunction with the stabilization pay- 
ment, would be such as to increase the total realization for each 
producer in the United States upon the first 500 tons of lead sold in 
each quarter to an amount which he would receive if the market price 
were 17 cents per pound. 

In the opinion of the technical people whom I have consulted, this 
price is sulicient to maintain a very heslihe level of activity among 
the small mines in the United States. 

For zinc, the proposed payment, in conjunction with the stabiliza- 
tion payment, would increase the net realization to the miner on the 
first 500 tons per quarter of zinc production to an amount which he 
would receive if the market price were 1414 cents per pound. This 
should provide a very satisfactory level of development and explora- 
tion among our smaller zinc operators. 

A major consideration in the adoption of the formula suggested by 
Senator Allott is the fact that the small mine is a necessary and vital 
part of the development of our minerals industry. 

There are only a few instances in the United States in which a great 
mine has come into production on a large scale initially. Generally, 
the progression from an outcrop to a major producer is slow and halt- 
ing. Thus, in order to insure the continuing development of large 
mines capable of supplying tomorrow’s mineral needs, we must provide 
for our small mines today. 

Production bonuses: The administration’s proposal of last year 
for production bonuses for beryl, chromite, and columbium-tantalum, 
apparently has not been completely understood. 
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As you know, each of these commodities, together with several others, 
was subject to a special purchase program under defense authority, 
These programs were entered into at a time when the United States 
had little or no production of these commodities and there was an 
urgent and immediate requirement for greatly increased supplies of 
each of them. In the main, the defense-inspired production programs 
achieved their purpose. Production in the United States was ex- 
panded. For these three commodities, however, there was a special 
promise : 

First, of expanded uses in the foreseeable future ; and, 

Second, of significant technological breakthroughs in their treat- 
ment, beneficiation, and processing. 

The production bonus program is not a support program. It is, 
rather, a program undertaken as an adjunct to the ongoing programs 
of research in the Government, and it is justified by the present and 
potential importance to the Nation of the commodities included in 
the proposal and by the foreseeable technological advances that will 
affect their production and use. 

The administration originally proposed specific production bo- 
nuses for limited quantities of domestically produced beryl, chromite, 
and columbium-tantalum. 

Following hearings before this committee, the chairman and sev- 
eral members suggested that the Department take another look at 
the overall situation with respect to these commodities. This has 
been done. Accordingly, we are modifying our original proposals. 

Beryl: The administration’s original proposal for production bo- 
nuses for beryl contemplated the payment of a bonus of $70 per 
short ton on not to exceed 750 short tons of domestically produced 
beryl concentrates per year. The rapidly developing situation in 
beryl technology in this country convinces us that this limitation 
should be modified. 

It is now proposed that the annual limitations be raised so as to 
permit payment of production bonuses on 1,000 short tons per year 
and to increase the annual company limitation from our original 
figure of 100 short tons to 150 short tons. The amount of bonus pay- 
ments called for in the original proposal, in the judgment of the 
technical experts of the Department, is appropriate. 

Chromite: Our initial proposal for Pittenite called for a produc- 
tion bonus of $21 per long dry ton for not to exceed 50,000 long dry 
tons annually. It is now recommended that this production bonus 
be fixed at $35 per long dry ton, but that there be no change in the 
annual or company limitations as contained in the administration’s 
original bill. 

in view of the fact that there has been a great deal of discussion 
of the chromite proposal, I should like to provide the committee some 
of the background as to the method through which our original price 
was arrived at and outline to you the reasons for increasing the bonus 
from $21 to $35 per long dry ton. 

The prevailing quotation from imported metallurgical grade 
chromite, f. 0. b. United States ports, is approximately $55 per long 
dry ton. Freight and other charges involved in moving this material 
into the primary marketing area, the Ohio Valley, would add another 
$10 to this price, bringing the total price to consumers in the major 
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marketing area to approximately $65 per long dry ton. This is the 
rice that would prevail for material of comparable grade produced 
~~ our own Western States if sold under existing conditions. 

Chromite from Oregon and California moving into the Ohio Val- 
ley would have to bear freight and handling and other charges ap- 

roximating $25. Deducting this figure from the market price of 
865 leaves a gross return of approximately $40 to the mine to cover 
all mining and, where applicable, milling costs. 

On the basis of our original proposal, this $40 figure would be 
increased to approximately $60 upon payment of the production bonus 
of $21. Information contained in the Department indicates that this 
level of income would be sufficient for the bulk of the mining opera- 
tions conducted in the western chromite-producing area. We ac- 
knowledge, however, that much of the affected cekaeelion would be 
sold at a somewhat lower price than that commanded by the imported 
material, particularly when account is taken of the penalties which 
would apply to producers on sales of material that cannot meet the 
highest commercial specifications; therefore, we are proposing that 
this bonus be increased to $35 per ton. 

One further point with respect to the chromite proposal needs 
clarification. 

The production bonus will be paid on the basis of 46-percent ma- 
terial. Premiums over this amount will apply to higher grade 
chromite and penalties to chromite of lower grade. A schedule of 
premiums and penalties will be contained in the regulations which 
will also apply to the chrome-iron ratio of the concentrates and fix the 
basic specifications on which the bonus will be computed. 

The success of the chromite production bonus program is largely 
up to the domestic industry. As indicated, I am advised that the 
quantities and magnitude of the bonus are such as to maintain a sub- 
stantial production of chrome in the United States. 

Until now, the domestic producers have enjoyed a guaranteed 
market and guaranteed price for their product. ‘They have not estab- 
lished commercial relationships with consumers in the United States. 
Under the terms of the proposed bonus program, such relationships 
must be established inasmuch as there must be evidence of a sale before 
the bonus can be paid. In this way, a commercial domestic industry 
can be established and maintained. 

Columbium-tantalum : The original proposal with respect to colum- 
bium-tantalum called for payment of a bonus of $2.35 per pound of 
combined contained pentoxides for up to 25,000 pounds of domestically 
produced columbium-tantalum per year. Here, again, the course 
of technology has been rapid. 

In order to accommodate anticipated increases in United States 
production, we have found it appropriate to increase the annual limi- 
tation to 50,000 pounds and to increase the per company limitation 
from 5,000 to 10,000 pounds annually. It is believed that provision 
of this expanded program in a short while will permit the establish- 
ment of a fully competitive and commercial columbium-tantalum- 
producing industry in the United States. 

The committee has requested that I discuss with you the method by 
which the stabilization program for lead, zinc, flourspar, and tungsten 
will be administered. 
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Purpose: The purpose of the stabilization program is to assure the 
domestic producers of ores or concentrates of lead, zinc, acid-grade 
fluorspar, and tungsten a return on their production of these ores or 
concentrates equal to the return that they would receive were the 
market prices for: 

Common lead, New York: 14.75 cents per pound. 

Prime western zinc, East St. Louis: 12.75 cents per pound. 

Fluorspar, acid-grade, Rosiclare, L1l.: $48 per ton. 

Tungsten concentrates, per Unit WO* : $36 per ton. 

Method of administration of the program: The program shall 
be administered under the direction of the Assistant Secretary for 
Mineral Resources of the Department of the Interior. Certain of 
the administrative details may be delegated to the Administrator of 
General Services. 

COMMODITIES 


1. Lead: The plan provides that no stabilization payments shall 
be made on sales in excess of 350,000 tons of lead annually. 

(a) Quarterly limitations: For purposes of determining the pro- 
gram, the annual limitation of 350,000 tons shall be divided into 4 
quarterly limitations. The quarterly limitations may take into ac- 
count seasonal variations, and be adjusted for other factors, but the 
sum of the 4 quarterly limitations of any period of 4 quarters, be- 
ginning the effective date of the program, shall equal 350,000 tons. 
Quarterly limitations shall be reduced by an amount equal to the 
amount of lead sold or eligible for sale under contracts entered into 

ursuant to the Defense Production Act of 1950, as amended, the 
Strategic and Critical Mineral Stockpiling Act, or Publie Law 733. 
The resulting total represents the adjusted quarterly limitations, the 
maximum quantity of sales, including bona fide transfers, upon which 
payments will be made in the quarterly period. 

(6) Methods of computing payment: Each producer of lead par- 
ticipating in the program will submit a certified consolidated mill or 
smelter settlement sheet on a monthly basis. The sheet will show, 
together with all the premiums and penalties, the actual realization 
to the producers per pound of lead in ores and/or concentrates sold 
or paid for, or transferred in lieu of sales, exclusive of that derived 
from mine dumps, mill tailings, or from smelter slags and residues 
derived from material mined prior to the effective date of this pro- 
gram. The settlement sheet will be based upon the current actual 
market price, normally on the Engineering and Mining Journal 
quotation, the day or week of sale. 

Upon the receipt of the consolidated settlement sheet, there will 
be made a recomputation to arrive at a stabilization settlement figure 
which shall apply only to that lead which is sold and paid for on the 
original settlement sheet. The recomputation shall be on the basis 
of the stabilization price of 1434 cents per pound, and will reflect the 
charges which would have been made had the actual market price 
been equal to the stabilization price of 1434 cents per pound. The 
amount actually received by the producer for the lead in ores and/or 
concentrates sold and paid for will be deducted from the stabilization 
settlement total. The resultant amount is the stabilization payment. 
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The payment will represent in all cases, with the exceptions set forth 
below, the full difference between the price the producer actually re- 
ceives for his product and the price that we would receive were the 
market price at time of sale equal to 1434 cents per pound. The pay- 
ment shall not, however, exceed 3.375 cents per pound. 

(c) Sales in excess of quarterly limitation: In the event that sales 
on which payments are claimed in a given quarter exceed the adjusted 
quarterly limitation as determined by the Secretary, the Secretary 


may— 

(1) Reduce for each producer the quantity of sales upon which sta- 
bilization payments shall be made by a percentage which will distrib- 
ute the benefits of the program equitably among producers in pro- 

rtion to their sales in the quarter. Stabilization payments, however, 
shall not be denied on the first 1,250 tons of lead in ores and/or con- 
centrates, of any producer sold and paid for in that quarter. 

(2) Establish for succeeding quarters limitations on the quantities 
for each producer that will be eligible for stabilization payments, but 
no producer shall have a quarterly limitation of less than 1,250 tons. 

For example, were the adjusted quarterly limitation 87,500 tons and 
actual sales in the quarter 92,500 tons, each producer would receive the 
full payment on the first 1,250 tons of his sales, and would be denied 
payment on a percentage of his sales in excess of 1,250 tons, which 
would have the effect of limiting the total quantity of sales on which 

ayments were made to 87,500 tons. The percentage reduction would 
be applied proportionately to all producers having sales in the quarter 
in excess of 1,250 tons. 

For succeeding quarters, to facilitate administration of this pro- 
gram, producers may be assigned individual limitations, in keeping 
with their historic level of production and sales. 

(d@) Payment: As soon as possible after the computation, a check 
will be sent to the producer. Payments are intended to be on a monthly 
basis. 

(e) Suspension of payments: All payments would be suspended if 
total production in the United States exceeds the quarterly limitation 
for each of 2 successive quarters by more than 9,000 tons. This pro- 
vides for annual total production of recoverable lead of 386,000 tons. 

2. Zinc: The plan provides that no stabilization payments shall be 
made on sales in excess of 550,000 tons of zinc annually. 

(a) Quarterly limitations: For purposes of administering the pro- 
gram, the annual limitation of 550,000 tons shall be divided into 4 
quarterly limitations. The quarterly limitations may take into ac- 
count seasonal variations, and be adjusted for other factors, but the 
sum of the 4 quarterly limitations of any period of 4 quarters, begin- 
ning the effective date of the program, shall equal 550,000 tons. 

Quarterly limitations shall be reduced by an amount equal to the 
amount of zinc sold or eligible for sale under contracts entered into 
pursuant to the Defense Production Act of 1950, as amended, the 
Strategic and Critical Materials Stockpiling Act, or Public Law 733. 
The resulting total represents the adjusted quarterly limitation, the 
maximum quantity of sales, including bona fide transfers, upon which 
payments will be made in the quarterly period. 

(b) Method of computing payment: Each producer of zine partici- 
pating in the program will submit a certified consolidated mill or 
smelter settlement sheet on a monthly basis. This sheet will show, 
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together with all the premiums and penalties, the actual realization to 
the producers per pound of zinc in ores and/or concentrates sold or 
paid for, or transferred in lieu of sales, exclusive of that derived from 
mine dumps, mill tailings, or from smelter slags and residues derived 
from material mined prior to the effective date of this program, 
The settlement sheet will be based upon the current actual market 
price, normally the Engineering and Mining Journal quotation, on 
the day or week of sale. 

Upon the receipt of the consolidated settlement sheet, there will 
be made a recomputation to arrive at a stabilization settlement figure 
which shall apply only to that zinc in ores and/or concentrates which 
is sold and paid for on the original settlement sheet. ‘The recompu- 
tation shall be on the basis of the stabilization price of 1234 cents 
per pound, and will reflect the charges which would have been made 
had the actual market price been equal to the stabilization price of 
1234 cents per pound. The amount actually received by the producer 
for the zine in ores and/or concentrates sold and paid for will be 
deducted from the stabilization settlement total. The resultant 
amount is the stabilization payment. 

The payment will represent in all cases, with the exceptions set 
forth below, the full difference between the price the producer actually 
receives for his product and the price that he would receive were the 
market price at time of sale equal to 1234 cents per pound. The pay- 
ment shall not, however, exceed 2.50 cents per pound. 

(c) Sales in excess of quarterly limitation: In the event that sales 
on which payments are claimed in a given quarter exceed the adjusted 
quarterly limitation as determined by the Secretary, the Secretary 
may : 

1) Reduce for each producer the quantity of sales upon which 
stabilization payments shall be made by a percentage which will dis- 
tribute the benefits of the program equitably among producers in pro- 
portion to their sales in the quarter. Stabilization payments, however, 
shall not be denied on the first 1,250 tons of zinc in ores and/or con- 
centrates of any producer sold and paid for in that quarter. 

(2) Establish for succeeding quarters limitations on the quantities 
for each producer that will be eligible for stabilization payments, but 
no producer shall have a quarterly limitation of less than 1,250 tons. 

For example: Were the adjusted quarterly limitation 137,500 tons 
and actual sales in the quarter 142,000 tons, each producer would 
receive the full payment on the first 1,250 tons of his sales, and would 
be denied payment on a percentage of his sales in excess of 1,250 tons 
which would have the effect of limiting the total quantity of sales on 
which payments were made to 137,500 tons. The percentage reduction 
would be applied proportionally to all producers having sales in the 
quarter in excess of 1,250 tons. 

For succeeding quarters, to facilitate administration of the program, 
producers may be assigned individual limitations, in keeping with 
their historic level of production and sales. 

(d) Payment: As soon as possible after the computation, a check 
will be sent to the producer. Payments are intended to be on a 
monthly basis. 

(e) Suspension of payments: All payments would be suspended if 
total production in the United States exceeds the quarterly limitation 
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for each of 2 successive quarters by more than 15,000 tons. This pro- 
vides for annual total production of recoverable zinc of 610,000 tons. 

3. Fluorspar: The plan provides that no stabilization payments 
shall be made on sales in excess of 180,000 short tons of acid-grade 
fluorspar annually. 

(a) Quarterly limitation: For purposes of administering the pro- 
gram, the annual limitation of 180,000 short tons shall be divided into 
4 quarterly limitations. The quarterly limitations may take into ac- 
count seasonal variations, and be adjusted for other factors, but the 
sum of the 4 quarterly limitations of any period of 4 quarters, be- 
ginning with the effective date of the program, shall equal 180,000 
short tons. Quarterly limitations shall be reduced by an amount equal 
to the amount of acid-grade fluorspar sold or eligible for sale under 
contracts entered into pursuant to the Defense Production Act, as 
amended, the Strategic and Critical Materials Stockpiling Act, or 
Public Law 733. The resulting total represents the adjusted quar- 
terly limitation, the maximum quantity of sales, including bona fide 
transfers, upon which payments will be made in the quarterly period. 

(6) Method of computing payment: Each producer of acid-grade 
fluorspar participating in the program will submit monthly a con- 
solidated statement covering all sales for which payment is claimed 
for the month to which the statement applies. The statement will 
show the actual price, f.o.b. shipping point. Acid-grade fluorspar 
produced from mine dumps, from mill tailings, or from any material 
produced prior to the effective date of this program shall be identified 
on the statement. 

Upon receipt of the statement, there will be made a recomputation 
to arrive at a figure which will represent the difference between the 
amount actually received from the sale and an amount which would 
have been received were the market price f.o.b. Rosiclare, Ill‘, at time 
of sale $48 per short ton. Such computation shall take into account 
premiums and penalties set forth in regulations to be issued pursuant 
to this program. 

The payment thus arrived at, in all cases, with the exception set 
forth below, will represent the difference between the amount actually 
received for the acid-grade fluorspar meeting the specifications for 
Government purchases pursuant to Public Law 733. Payment shall 
not, however, exceed $8 per short ton. 

(c) Sales in excess of quarterly limitation: In the event that sales 
on which payments are claimed in a given quarter exceed the adjusted 
quarterly limitation determined by the Secretary, the Secretary may— 

(1) Reduce for each producer the quantity of sales upon which 
stabilization payments shall be made by a percentage which will dis- 
tribute the benefits of the program equitably among producers in pro- 
portion to their sales in the quarter. Stabilization payments, how- 
ever, shall not be denied on the first 1,250 tons of sales of any one 
producer. 

(2) Establish for succeeding quarters limitations on the quantities 
for each producer that will be eligible for stabilization payments, but 
no producer shall have a quarterly limitation of less than 1,250 short 
tons. 

For example, were the adjusted quarterly limitation 45,000 short 
tons, and actual sales in the quarter 48,000 tons, each producer would 
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receive the full payment of the first 1,250 tons of his sales and would 
be denied the payment of a percentage of his sales in excess of 1,250 
short tons, which would have the effect of limiting the total quantity 
of sales on which payments were made to 45,000 short tons. The per- 
centage reduction would be applied properscostely to all producers 
having sales in the quarter in excess of 1,250 short tons. 

For succeeding quarters, to facilitate the administration of the pro- 
gram, producers may be assigned individual limitations in keeping 
with their historic level of production and sales. 

(d@) Payment: As soon as possible after the computation, a check 

will be sent to the producer. Payment is anticipated to be on a month- 
ly basis. 
Y. (e) Suspension of payments: All payments would be suspended if 
the total production in the United States exceeds the quarterly limi- 
tation for each of two successive quarters by more than 5,000 short 
tons. This provides for annual total production of acid-grade flu- 
orspar of 200,000 short tons. 

4. Tungsten: The program provides that no stabilization payments 
shall be made on sales in excess of 375,000 short-ton units of tungsten 
trioxide annually. 

(a) Quarterly limitations: For purposes of administering the pro- 
gram, the annual limitation of 375,000 short-ton units shall be divided 
into 4 quarterly limitations. The quarterly limitation may take 
into account seasonal variations and be adjusted for other factors, 
but the sum of the 4 quarterly limitations of any period of 4 quarters 
beginning with the effective date of the program shall equal 375,000 
short-ton units. Quarterly limitations shall be reduced by an amount 
equal to the amount of domestically produced tungsten trioxide sold 
or eligible for sale under contracts entered into pursuant to the De- 
fense Production Act of 1950, as amended, the Strategic and Critical 
Materials Stockpiling Act, or Public Law 733. The resulting total 
represents the adjusted quarterly limitation, the maximum quantity of 
sales, including bona fide transfers, upon which payments will be 
made in the quarterly period. 

(6) Method of computing ns: Each producer of tungsten 
concentrates participating in the program will submit monthly a cer- 
tified statement. ‘The statement will contain a record of all sales of 
WO, and the price f. o. b. shipping point at which the sales were made, 
together with pertinent data as to the analysis of the concentrate sold 
and other information affecting the actual sale price of the material. 
Tungsten trioxide produced from mine dumps, from mill tailings, or 
from any material produced prior to the effective date of this pro- 
gram shall be identified on the statement. 

Upon receipt of the statement, a recomputation will be made to 
determine the difference between the amount actually received from 
the sale and the stabilization price for tungsten concentrates of $36 
per short ton unit. Such computation shall take into account pre- 
miums and penalties set forth in regulations to be issued pursuant to 
this program. The difference will represent in all cases, with the 
exceptions set forth below, the full difference between the amount 
actually received for the tungsten trioxide sold and the amount that 
the producer would receive had the market price at the time of sale 
been $36 per short ton unit, f. o. b. shipping point, for tungsten tri- 
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oxide meeting the specifications for Government purchases pursuant 
to Public Law 733. Payments shall not, however, exceed $18 per 
short ton unit. 

c) Sales from inventory: In the event that sales upon which 
stabilization payments are claimed in any one quarter shall be less 
than the quarterly limitation, the Secretary may, at his option, make 
stabilization payments on sales of tungsten trioxide from the inven- 
tories or producers which were produced after July 1, 1956, but prior 
to the effective date of this program. In no event, however, shall 
payment on sales from such inventories exceed an aggregate 25,000 
short ton units to any one producer from production originating in 
any one mining district during the term of this program. 

(d) Overall limitation: In no event shall payments on sales from 
inventories, or from newly mined production, exceed in any one quar- 
ter an aggregate of 15,000 short ton units for any one producer from 
production originating in any one mining district. 

(e) Sales in excess of quarterly limitations: In the event that sales 
on which payments are claimed in a given quarter exceed the adjusted 
quarterly limitation as determined by the Secretary, the Secretary 
may— 

(1) Reduce for each producer the quantity of sales upon which 
stabilization payments shall be made by a percentage which will dis- 
tribute the benefits of the program equitably among producers in 
proportion to their sales in the quarter. Stabilization payments, how- 
ever, shall not be denied on the first 3,000 short ton units of sales of 
any producer. 

(2) Establish for succeeding quarters limitation on the quantities 
for each producer that will be eligible for stabilization payments, but 
no producer shall have a quarterly limitation of less than 3,000 short 
ton units. 

For example, were the adjusted quarterly limitation 93,750 short 
ton units, and actual sales in the quarter upon which stabilization 
payments were claimed 100,000 short ton units, each producer would 
receive the full payment on the first 3,000 short ton units of his sales 
in excess of 3,000 short ton units, which would have the effect of 
limiting the total quantity of sales on which payments were made to 
93,750 short ton units. The percentage reduction would be applied 
to all producers having sales in the quarter in excess of 3,000 short ton 
units. 

For succeeding quarters, to facilitate administration of the pro- 
gram, producers may be assigned individual limitations in keeping 
with their historic level of production and sales. 

(f) Payment: As soon as possible after the computation, a check 
will be sent to the producer. It is anticipated that payment shall be 
on a monthly basis. 

(g) Suspension of payments: All payments would be suspended if 
total production in the United States exceeds the quarterly limitation 
for each of 2 successive quarters by more than 55,000 short ton units. 
This provides for total annual production of tungsten concentrates in 
the United States of 595,000 short ton units. 

Mr. Chairman, this concludes my formal statement to the com- 
mittee, 
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There is one final thought, however, that I would like to leave with 
you today. There have been some expressions in certain quarters 
in favor of singling out specific portions of the program for indi- 
vidual action by the Congress. In my opinion, such a course would 
be ill advised. 

The program that I have presented to you is a unit and designed 
to meet the pressing needs of the domestic minerals industries. It 
is my hope that this committee and that the Congress will consider 
the program as a whole and that the program will be enacted substan- 
tially in the form in which I have presented it. 

Again, if I may, Mr. Chairman, because some members of the 
committee were delayed until after I had begun my statement, I 
should like once more to express my deep personal appreciation to 
you, sir, Mr. Chairman, and to other members of this committee, who 
have been most helpful in helping us reevaluate and restudy the 
proposal as originally submitted. 

Thank you, sir. 

The Cuarrman. Thank you, Mr. Secretary. 

I want to compliment you on the great task you have performed 
in presenting this statement here this morning, and the work that 

ou have put in on this job justifies us in complimenting you very 
Ct We appreciate the cooperation you have given this com- 
mittee. 

Secretary Seaton. Thank you, Mr. Chairman. 

The Cuarrman. Are there any questions? 

Senator Brere. I have just a few questions, and I am not going 
to take unduly, the time of the committee. 

I, too, want to join in complimenting you and commending you on 
this fine statement. I am particularly pleased with the last para- 
graph of your statement, wherein you indicate very strongly, and it 
coincides exactly with my views, that we should not single out any 
particular metal for treatment, and that they should all go in one 
package. That coincides with my own thoughts in this field. 

In that connection, and in accordance with some testimony that was 

resented to us, the suggestion was made that the program should 
be enlarged, that it should include, in addition to the metals which 
you have outlined here, mercury, cobalt, and antimony. An amend- 
ment to this particular legislation was presented to the committee. 
I do not know whether or not you are familiar with the details of it. 
It brings those three under the stabilization program. 

As to mercury, it provides a maximum stabilization payment of 
some $50 per flask for a total maximum flasks of 2,000, which would 
be something in the neighborhood of a cost of $1,650,000 as maximum 
liability. I am wondering if we could have your comments as to the 
inclusion of mercury in this program. 

Secretary Seaton. Senator Bible, if I may, I would like to pick up 
something which I forgot, and that is that a copy of our proposed bill 
is attached to each of your statements, and I should like to formally 
submit to the chairman and the committee a copy of the draft bill. 

As to your question on the inclusion of mercury and other items, 
if I may, I should like to refer that to Assistant Secretary Hardy, and 
when he has completed I would be glad to add some comments of 
my own. 
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Senator Bisie. Very well. 

Mr. Harpy. Senator Bible, in our review of these other commodi- 
ties that you mention, at this time nothing has been brought to our 
attention where we see there is an urgent requirement for including 
these particular commodities in the domestic minerals stabilization 

lan. 

Senator Bisie. Why is that? 

Mr. Harpy. Taking the mercury, as we testified before, the mercury 
price, though having dropped somewhat in the first half of 1957 from 
$260 to approximately $225, the present Government purchase level, 
the Government for the first time began purchases of a large scale 
amount under the Defense Production Act. Subsequently, in March, 
the market strengthened and is now slightly above the support level. 

The mercury purchase program provides for the acquisition during 
1958 of up to 30,000 flasks from domestic production, about 1 year’s 
production at the present rates, and 20,000 flasks, from Mexico, The 
Defense Production Act purchase program appears to be capable 
of stabilizing the market at $225 per flask during 1958. 

But the situation after 1958 is very uncertain inasmuch as world 
production is probably substantially in excess of world consumption, 
and the domestic industry is high cost with respect to producers in the 
rest of the world. 

Senator Brste. Along that very point, I think you put your finger 
on something that indicates that possibly this committee should take 
action at this time. 

You say that the future of mercury is very uncertain after the 
year 1958. Half of 1958 has almost run. The representatives of 
the industry indicated to us that after 1958 there was grave danger 
of the industry completely collapsing. If that is true, then would 
it not be a wise thing for this committee to likewise provide some 
type of stabilization plan for mercury similar to the plans that we 
have for the other metals? Why do we exclude mercury ? 

Mr. Harpy. Senator, I believe there are 1 or 2 thoughts that we 
have there. We would like to see what happens to the mercury market 
after the purchase program expires. There is a very good likelihood 
that the supply and consumptive requirements may come into balance. 

Furthermore, we feel that any further action in the case of mercury 
perhaps should be taken by other Government agencies than the 
Department of Interior. 

Senator Bratz. As to cobalt, what is your thinking on cobalt ? 

Why should that not be included in this program on the stabilization 
base ? 

Testimony indicated that the total maximum liability, even if the 
maximum stabilization payments were required, would be a very small 
amount of money. 

Mr. Harpy. In the case of cobalt, virtually all the production comes 
from one producer, and that production is under Government con- 
tract at the present time. 

Senator Brste. When does that contract run out? 

Mr. Harpy. Somewhere around the end of this year. 

Senator Bratz. What will happen to the industry at the first of 
next year ? 
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Mr. Harpy. Our best judgment is that that production would nec- 
essarily be placed on the market at about 30 cents less than the contract 
price they are getting. 

Senator Bisie. Could it exist at that lower price? 

Mr. Harpy. To be competitive, it certainly would have to exist. 

Senator Bite. If it cannot meet the competitive imported price, 
would not the domestic industry go out of business ? 

Mr. Harpy. Yes; but we have had no evidence that they cannot 
meet the imported competitive price. 

This operation, as I understand, has been running for several years 
and in the normal course of operation, improvement in technology 
and so forth, we would sidelandy expect an improvement in the cost 
structure of that operation. Such being the case, they would be in 
a very close to competitive position. 

Senator Brste. How about antimony ? 

Mr. Harpy. Our position in antimony, Senator Bible, I do not 
believe has changed since the hearings of last year and the things 
we have said concerning antimony this year. 

We find a rather distressing picture in antimony. Over the long 
pull, consumption of antimony seems to be declining. We realize, 
also, that considerable antimony comes from secondary production. 
So there does not seem to be the need for a program of antimony at 
this time. The domestic deposits are rather low grade. It would take 
a very considerable increase in the competitive price to make these 
domestic deposits competitive. 

Along that line, the known deposits and reserves, that is known to 
the Bureau of Mines, are extremely limited. 

Senator Braie. Could you give the committee some idea of the maxi- 
mum liability of the Government under this proposed program ? 

Secretary Sraton. While Secretary Hardy is looking that up, it 
runs in the magnitude of around 141 million. 

Senator Brete. That is for titles 1,2, and 3? 

Secretary Seaton. Yes, sir. 

Senator Bratz. That is for the stabilization plan plus the purchase 
program for copper and for lead and zinc? 

Secretary Seaton. Yes. 

Senator Brstx. The total price tag is what again ? 

Secretary Seaton. Around 141 million. 

Senator Brste. That includes the outright purchase of some 150,000 
tons of copper ? 

Secretary Seaton. I meant to say 151 million, Senator. 

Senator Brete. That includes the first-year total outright purchase 
for stockpile of 150,000 tons of copper ? 

Secretary Seaton. Yes, sir; and also the embodiment of Senator 
Allott’s proposal on the limited tonnage ss for lead and zinc. 

Senator Bretz. The limited tonnage for lead and zinc is not a 1-year 
program. That goes for the full 5 years; is that correct ? 

Secretary Seaton. That is right. 

Senator Bratz. The copper program is a 1-year program ? 

Secretary Szaton. The total we are giving you is for the first year 
operation. 

Senator Brete. Yes; I understand. 
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On the second year, it would be reduced by the amount of the 

copper purchase ? 
ecretary Seaton. That is correct. 

Senator Brie. You mention in support of the copper-purchase pro- 
gram the fact that there is a large inventory of copper on hand at the 
present time. 

It appears to me that the same condition is true of the tungsten 
industry. The testimony before the committe, and I thought it was 
very forceful, was to the effect that there are some 300,000 units of 
tungsten in the stockpile today. 

Your proposed stabilization program for tungsten provides, in 
part, a pickup of inventories acquired since July 1, 1956. However, 
the representatives of the industry pointed out to us that that might 
be of very little assistance because the tungsten-stabilization program 
depends on sales, and that there simply are no sales for tungsten at 
the present time and there might not be any in the foreseeable future. 

I am wondering if it is a good thing to take the overhang off the 
market for the copper if it is not likewise a good thing to take the 
overhang off the market for tungsten. 

Has any consideration been given to that? 

Secretary Seaton. Yes, Senator Bible. You have asked a very 
good question. 

About all I can say to you on that subject, sir, is that I have spent 
a good many weary hours trying to maintan an effective support for the 
original tungsten program which we presented to this committee 
some years ago. We all know the legislative history of that proposal. 
If it is possible that the Congress would give us further relief in this 
tungsten area, I would be quite grateful myself personally. 

We have presented here today the best program that we could devise 
that we thought would give material aid to the tungsten industry, 
and at the same time have reasonable chances of acceptance on the 
part of the Congress. I must say I personally have been in a very 
difficult position on this because, as you undoubtedly will remember, 
it has valle been a few months since I was ordered forthwith by a House 
committee to cease and desist in any allocation of moneys for explora- 
tion for tungsten, and I was criticized quite severely for having ap- 
peared before the Appropriations Committee in the Senate in an 
attempt to restore the tungsten appropriation after it was stricken by 
the House. 

I am not critical of the House, sir. That is their privilege and their 
right. I am just simply reciting a fact with which I have to live. 

Senator Bratz. We certainly recognize your splendid efforts along 
that line. Certainly we felt there, and I feel personally very keenly, 
that the Congress failed to keep faith with Public Law 733. But, 
be that as it may, it did seem to me that if we are sending forth a 
mining program embracing all of these metals, and part of the pro- 
gram embraces taking over the overhang of a purchase program for 
stockpile, that the same reasoning as to copper or as to lead-zinc, or 
as to any other of the metals, applies with equal if not greater force 
to tungsten, and there might well be built into this program something 
to take over the overhang. 








960 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


We were fairly reliably told by members of the industry that until 
that overhang is taken off, the stabilization program, insofar as tung- 
sten is concerned, would be of very little assistance. 

Secretary Seaton. I think the presence of the overhang is part 
of theeconomiclaw. I cannot argue that with you. 

Secretary Hardy feels that he can substantially succeed in picking 
up the stockpiles by the method which we here propose. 

Senator Brete. Over how long a period of time? 

It takes about 214 years to do that; is that not true? 

Mr. Harpy. Senator Bible, under normal consumptive requirements, 
and I would like to note that the consumptive requirements of the 
industry are alarmingly low at this time, we believe that should take 
some place between 1 and 2 years. It would depend entirely upon the 
consumptive requirements. 

Senator Brstx. I recognize that, but there is a limitation upon the 
amount of pickup you can take up from old inventories. 

Mr. Harpy. A quantity limitation of 25,000 short-ton units from 
any single producer. 

enator Brste. That limitation in itself would require some period 
of time to pick up the old inventories ; is that correct ? 

Mr. Harpy. Not necessarily, Senator. 

Written into the plan is a quarterly limitation of 15,000 units per 
producer. That could easily come from inventories. 

Senator Bratz. May I ask one other question on the tungsten phase 
of the program ? 

The proposal was made that the small producer could not exist 
on $36 per unit stabilization price. It was suggested that the small 
producer, and the small producer being defined as the producer who 
mines a thousand units of tungsten per year or less, be allowed $42 
per unit rather than the $36 which would apply to the larger producer. 

Would you have any comment on that suggestion ? 

Mr. Harpy. In a general way, Senator Bible, in reviewing this 
tungsten picture we still feel that $36 is a good price. 

One of our purposes here is to attune the domestic tungsten-pro- 
ducing industry to a competitive position. We feel that can be 
best accomplished at this $36 price level. 

Senator Bretz. I have no further questions at this time. 

The Cuarrman. I would like to ask a few questions here, Mr. Sec- 
retary, which have been prompted by the committee staff. 

The first question is, Will captive mines be able to participate in the 
stabilization program ? 

I have particular reference to fluorspar mines operated by alu- 
minum companies to supply their own needs, and the language which 
appears on page 3, lines 3 to 9, inclusive, in the printed bill. 

Senator Warxrns. You say they are excluded ? 

The Cuarrman. Yes. 

Secretary Seaton. It is my understanding, Mr. Chairman, in an- 
swer to your question, that they are included. 

The CuarrmMan. They are included ? 

Secretary Szaton. That is my advice. 

What was the page reference again, sir? 

The Cuamman. Page 3 of the bill, lines 3 to 9. 

Secretary Seaton. Mr. Chairman, it has not been our intent to 
exclude them. If there is anything in the language which would indi- 
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cate that, we, of course, would be susceptible to correction of it, if 
that is the way the committee wants it. 

The Cuairman. We will examine it a little more fully. 

Secretary Seaton. Thank you, sir. 

The Cuairman. The next question is: In respect to subsection (c), 
page 5, lines 8 to 16 of the printed bill, what quantities of each 
material are at present under contract which would serve to reduce 
the annual and quarterly tonnage limitations ? 

Secretary Seaton. Mr. Chairman, apparently we do not have here 
the specific information. We will be very glad to supply it for you 
immediately. 

The CuHarrmMan. Very well. You will be able to provide that for 
the committee very shortly; for example, by Saturday ? 

Secretary Seaton. Senator, I would think we could do it by tomor- 
row morning, but we would be glad to take the extra day. Things 
sometimes happen. 

The Cuarrman. Is it not true that the language appearing on page 
6, lines 7 through 11, would give the Secretary authority to impose 
domestic production quotas and at the same time leave foreign pro- 
duction free to be dumped on the American market ? 

Secretary Seaton. Mr. Chairman, it certainly would not be my 
intent, I assure you. I construe this to be authority to allocate pay- 
ment rather than impose quotas on production. 

I would very much dislike being a Secretary of Interior who ad- 
ministered this program so that domestic industry suffered, and usin 
your words, allowing somebody to dump foreign minerals here. i 
should not think that the prospects of my physical continuance would 
be very bright. 

The Cuarrman. What we want to find out is, would that not be the 
effect of the language in the bill ? 

Secretary Seaton. Senator, we do not think so, and we certainly 
do not intend it to mean that. 

The Cuarrman. You may pursue your studies a little further and 
if you desire submit a statement on that. 

Secretary Seaton. Yes, sir. We would be grateful if you, or mem- 
bers of the committee or your staff, have suggestions that you think 
would eliminate any such possibility, rhetorically speaking. 

The Cuarrman. Another question I have, Mr. Secretary, is that 
most industry witnesses have expressed fear that the proposed sta- 
bilization plan will have no permanency upon which they can plan 
their operations if it is necessary to come before Congress annually 
for an appropriation to finance the plan. 

It has been suggested that the program be financed through con- 
ferring upon the Secretary of Interior certain borrowing authority, 
such as used to finance activities of the Office of Defense Mobilization. 

What is your comment with respect to this proposal ? 

Secretary Seaton. Mr. Chairman, I would put it this way: I have 
faith in the Congress that if this program were once begun that it 
would carry it through. 

On the other hand, that same question has been raised with me by 
numerous individuals, as I am sure it has or must have been with all 
the members of this committee. If it is the wish of this committee 
or the Congress that borrowing authority be conferred on the Secre- 
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tary of Interior for the purposes of carrying on this program, I can 
say that certainly the Department of Interior would have no objec- 
tion. 

Senator Warxrns. Would the chairman permit a comment at that 
point ? 

The Cuarrman. Yes. 

Senator Warkrns. I think that is a very important statement, I 
know that the producers in my State have been deeply concerned 
about the future under a program that required an annual appropri- 
ation from Congress. 

I agree with the Secretary that if the Congress acts to authorize 
this bill as it is, requiring annual appropriations, probably the Con- 
gress might proceed to make the appropriations. But there is always 
a doubt in the situation because of the historic legislative history of 
the tungsten program. 

As the Secretary knows, I have placed that matter before him time 
and time again, I assume along with other members of this committee, 
If that could be done, and I assume it can be done, I think Congress 
would probably be willing to go along with a program of that kind, 
because it is absolutely necessary to assure in the mining industry 
some stability, because plans have to be made many years ahead to keep 
the mine in operation. Developments have to take place. It cannot go 
along from year to year with the fear always present that they might 
not get the money and the program might not be financed so that it 
could operate. 

I am pleased to note that the Secretary has indicated that there 
will be no opposition from Interior with respect to that proposal. 

Thank you, Senator. 

The Cuatrman. Mr. Secretary, the committee has been advised by 
the Office of Defense Mobilization that as a part of the mobilization 
base, there should be a certain annual production of metallurgical 
grade fluorspar. Industry witnesses, representing fluorspar, have tes- 
tified that unless some action is taken to support metallurgical grade 
fluorspar prices, that industry will wither and finally cease operations. 

Would you consider adding to the stabilization plan a limited ton- 
nage of metallurgical grade fluorspar ? 

Secretary Sraton. Mr. Chairman, certainly we would be glad to 
consider it. 

I have been under the impression that under the Defense Produc- 
tion Act authority, the General Services Administration is still mak- 
ing contracts with domestic producers for delivery to the stockpile. 
I must confess that I was not aware of any particular difficulty in 
that area. We will certainly consider any suggestion this commit- 
tee makes, because I am certain that we all agree our purpose here is 
to stabilize the domestic mining industry of this country, and if we 
have missed a point, we certainly would be glad to look into it again. 

The Cuatrman. We will be in contact with you further on these 
matters. 

Thank you, Mr. Secretary. 

Do you wish to ask some questions, Senator Malone ? 

Senator Martone. Yes, Mr. Chairman. 

Mr. Secretary, there are some changes in your bill now from that 
which you submitted earlier, are there not? 
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Secretary Seaton. Yes, there are, Senator Malone. 

Senator Martone. What are those changes, briefly ? 

Secretary Seaton. The major change which occurs to me at the 
moment here is the substitution of a 1-year copper purchase program 
within the confines of the bill, instead of a domestic stabilization pro- 

am for copper within the bill. 

Secondly, the proposal which we advanced here today for lead and 
zinc, With a special payment for production up to 500 tons per 
quarter. 

The third one which occurs to me at the moment is the alteration 
of, and what we believe to be the perfection of, the production bonus 
ee 

think those are all, Senator, that occur to me at the moment. 

Senator Martone. Our chairman introduced your first bill on May 
26 at your request. I think practically all the members of the com- 
mittee, I included, agreed that it should be introduced. I think you 
remember that I told you that I was for your program as an interim 
program until Congress decided what they ought to do with the 1934 
trade-agreements program. You remember that, I guess. 

Secretary Seaton. Yes; I do, Senator. 

Senator Matone. I guess you agree, from this program here, your 
intent is to keep a mining industry alive. That is your intent by this 
bill, to keep the mining industry alive ? 

Secretary Seaton. Yes, Senator. If I understand your definition 
of language, it is our sincere intent to advance here a program which 
will encourage a healthy domestic mining economy. I, personally, 
do not consider this an assistance program. I consider this a justi- 
fiable program on the part of the Federal Government. 

Senator Marone. Of course, there might be considerable difference 
of opinion as to the health such a program will give the mining in- 
dustry. But you, at least, intend to keep the mining industry alive 
under such a program. 

Secretary Seaton. Yes, sir. 

Senator Martone. Do you agree that a going-concern mining in- 
dustry is necessary for the strategic stockpile? 

Secretary Seaton. I am sure, as I am sure that I am here, that it is 
in the interest of the national security of having a going concern, as 
you put it, of the domestic mining industry. 

I, nevertheless, have to take into account that over a period of years 
the Government of the United States has assembled very substantial 
stockpiles of a long list of minerals and metals on the strategic and 
eritical list. 

In addition to that, it has assembled a very considerable stockpile 
which, I think, for want of a better term, we could call a supplemen- 
tary stockpile. It is not as if we had nothing on hand and had to rely 
completely upon production in case of that emergency which none of 
us, of course, wants to have happen. 

Senator Martone. What do you call your supplemental stockpile? 
Is that beyond what would be necessary in case of an emergency ? 

Secretary Snaton. Senator, on the basis of advice which I have re- 
ceived from the Office of Defense Mobilization, I think that is a fair 
definition. The National Security Council and other appropriate 
agencies of the Government have determined, to their best knowledge, 
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the amounts which are needed. Those amounts, I suspect, I had 
better define as X. When those amounts have been exceeded, then 
additional acquisitions have gone into what I say, for want of a better 
term, I call asupplementary stockpile. Those have come from various 
sources. 

Senator Martone. To go back to my previous question, the supple- 
mental stockpile might be defined as an attempt to keep the industry 
alive beyond what would be necessary for a stockpile or an emergency ? 

Secretary Seaton. That could be one of the definitions of it; yes, 
Senator. 

Senator Martone. Being entirely familiar with the debates leading 
up to it and the cross-examination of witnesses, I would say that is 
practically the total reason. 

Secretary Szaton. I should not quarrel with you about it, sir. 

Senator Matonn. Now, you have a continual reference to Public 
Law 733. Is that to retain the definitions and the policy adopted in 
that law to carry along in your proposed act ? 

ee Seaton. I would like to refer the specifics on that to 
Secretary Hardy, but, as I understand our references to Public Law 
733 here, they are primarily for the purposes of a continuing admin- 
istration of this program with the guidelines laid down in that law 
to eliminate overlapping or contradiction of terms and that sort of 
thing. 

It's, further, my impression that the industry is accustomed to the 

rovisions of that law, and I have not had called to my attention, at 
east, any disagreement with the standards and methods and proce- 
dures involved in’Public Law 733. 

Senator Martone. Do you have anything to say about that, Mr. 
Hardy? 

Mr. Harpy. Yes, Senator Malone. The references to Public Law 
733 are made throughout to exclude any production that would be 
otherwise sold to the Government, under the Defense Production Act, 
from stabilization payments. 

Senator Martone. It will be a guide, then? 

Mr. Harpy. That is right, sir. 

Senator Matone. You have already defined the terms. As a mat- 
ter of fact, if the appropriations had been made by the House, to 
follow Public Law 733, then this bill would be unnecessary except 
for any material you may have included not in that act ? 

Mr. Harpy. Of course, Senator Malone, Public Law 733 expires 
at theend of this year. 

Senator Mavone. It expired last year, did it not, for all practical 
purposes, because there was no money appropriated by the House? 

Secretary Seaton. Senator, it is also, as you very well know, an 
exclusive-purchase program, too. There are features in this bill which 
go beyond that. 

Senator Matone. My question is, however, if an appropriation had 
been secured by the House to conform to the Senate appropriation, 
the minerals covered by that act would not be necessarily included in 
this act except for the extension beyond 1958. Is that right ? 

Secretary Sraton. I believe that is, Senator, to the best of my 
knowledge. 

Senator Mauone. I refer, then, to the original act passed in 1953, 
Public Law 206, where the purchase of these materials began. That 
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act included tungsten, manganese, chromite, mica, asbestos, beryl, and 
columbium-tantalum. It did not include lead, zinc, and copper, which 
would have had to be covered by this act in any case. 

Public Law 206 was known as the Malone-Aspinall Act, and then 
was extended. That was the 83d Congress. 

In 1956, the act was extended by the 84th Congress and called Pub- 
lic Law 733, with only the minerals tungsten, asbestos, fluorspar, and 
columbium-tantalum. That is correct, is it not ? 

Secretary Seaton. Senator, I am relying on you. Frankly, I am 
not familiar, at the moment, with the specifics. 

Senator Matonr. That is correct. You have three of those minerals 
in this act, tungsten, fluorspar, columbium-tantalum, that were in- 
cluded in the extension of the act which is good until January 1, 1959. 
I base my question that, if the House had gone along with the Senate, 
















= it would be unnecessary to include these minerals in this act except be- 
| yond the date of expiration of Public Law 733. Do you agree with 
; that? 

Secretary Seaton. Yes, sir. 





Senator Martone. Mr. Chairman, I ask permission to have Public 
Law 206, 83d Congress, and Public Law 733 of the 84th Congress, 
known as the Malone-Aspinall Act, included in the record at this 

int. 

The Cuairman. It will be carried in the record at this point. 
(Material referred to follows :) 
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{H. R. 2824] 
AN ACT 


To encourage the discovery, development, and production of tungsten, manganese, chromite, 
mica, asbestos, beryl, and columbium-tantalum-bearing ores and concentrates in the 
United States, its Territories, and possessions, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Domestic 
Minerals Program Extension Act of 1953.” 


















OF POLICY 





DECLARATION 







Seo. 2. It is hereby recognized that the continued dependence on overseas 
sources of supply for strategic or critical minerals end metals during periods of 
threatening world conflict or of political instability within those nations con- 
trolling the sources of supply of such materials gravely endangers the present 
and future economy and security of the United States. It is therefore declared 
to be the policy of the Congress that each department and agency of the Federal 
Government charged with responsibilities concerning the discovery, development, 
production, and acquisition of strategic or critical minerals and metals shall 
undertake to decrease further and to eliminate where possible the dependency of 
the United States on overseas sources of supply of each such material. 

Sec. 3. In accordance with the declaration of policy set forth in section 2 of 
this Act, the termination dates of all purchase programs designed to stimulate 
the domestic production of tungsten, manganese, chromite, mica, asbestos, beryl, 
and columbium-tantalum-bearing ores and concentrates and established by reg- 
ulations issued pursuant. to the Defense Production Act of 1950, as amended, 
shall be extended an additional two years: Provided, That this section is not 
intended and shall not be construed to limit or restrict the regulatory agencies 
from extending the termination dates of these programs beyond the two-year 
extension. periods provided by this section or from increasing the quantity of 
materials that may be delivered and accepted under these programs as permitted 
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by existing statutory authority: Provided further, That the extended termina- 
tion date provided by this section for the columbium-tantalum purchase program 
shall not apply to the purchase of columbium-tantalum-bearing ores and con- 
centrates of foreign origin. 

Sec. 4. In order that those persons who produce or who plan to produce under 
purchase programs established pursuant to Public Law 774 (Highty-tirst Con- 
gress) and Public Law 96 (Kighty-second Congress) may be in position to plan 
their investment and production with due regard to requirements, the respon- 
sible agencies controlling such purchase programs are directed to publish at the 
end of each calendar quarter the amounts of each of the ores and concentrates 
referred to in section 3 purchased in that quarter and the total amounts of each 
which have been purchased under the program. 

Approved August 7, 1953. 





[Pusric Law 733—84TH CONGRESS | 
| CHAPTER 638—2pD SESSION | 
[S. 3982] 
AN ACT 


To provide for the maintenance of production of tungsten, asbestos, fluorspar, and 
columbium-tantalum in the United States, its Territories, and possessions, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Domestic 
Tungsten, Asbestos, Fluorspar, and Columbium-Tartalum Production and Pur- 
chase Act of 1956”. 

Sec. 2. The Department of the Interior is hereby authorized and directed 
to establish and maintain— 

(a) a program to purchase, f. o. b. carriers conveyance, milling point, 
no more than one million two hundred and fifty thousand short ton units of 
tungsten trioxide (WO;) contained in tungsten concentrates produced from 
ores mined in the United States, its Territories, and possessions, meeting 
the same specifications and under the regulations in effect on January 1, 
1956, for purchases of this material by the General Services Administration 
under the authority of the Domestic Minerals Program Extension Act of 
1953 (Public Law 206, Eighty-third Congress), at a base price of $55 per 
short ton unit; Provided, That the Department of the Interior shall not 
accept offers for delivery in any one calendar month, from any one producer, 
in excess of five thousand short ton units Originating in any one mining 
district from properties controlled by such producer. For the purposes 
of the foregoing proviso, tungsten concentrates produced from ores sold 
to a mill or processing plant in accordance with regulations issued by the 
Department of the Interior shall not be considered as the production of 
the owner(s) of the mill or processing plant but shall be considered as the 
production of the producer of the ores. 

(b) a program to purchase nonferrous chrysotile asbestos produced from 
ores mined in the United States, its Territories, and possessions, meeting 
the same specifications and under the same regulations and at prices in 
effect on January 1, 1956, for purchases of this material by the General 
Services Administration under the authority of the Domestic Minerals 
Program Extension Act of 1953 (Public Law 206, Bighty-third Congress) 
in the amount of not to exceed two thousand tons of Crude No. 1 and 
Crude No. 2 combined, and not to exceed two thousand tons of Crude No. 
3, excepting that Crude No. 3 may be purchased only when offered with 
Crude No. 1 or Crude No, 2, or both, at a ratio of not in excess of one 
ton of Crude No, 3 to one ton of Crude No. 1 or Crude No. 2, or both. 

(c) a program to purchase no more than two hundred and fifty thousand 
short tons of newly mined acid grade fluorspar produced from ores mined 
in the United States, its Territories, and possessions. Fluorspar purchased 
pursuant to this Act shall meet chemical and physical requirements which 
are not less favorable to producers than those set forth in the National 
Stockpile Material Purchase Specifications P-69a dated February 13, 1952. 
Purchases shall be made under the program at a base price of $53 per short 
dry ton f. o. b. carriers conveyance at producers milling point for base 
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quality fluorspar contining 97% calcium fluoride and 1% silica on a dry 
weight basis. The base price shall be adjusted by premiums and/or penalties 
on quality which are not less favorable to producers than the following: 
1. The price shall be increased 1.1% for each 1% calcium fluoride 
above 97%, fractions pro rata, and/or 
2. The price shall be increased 4.2% for each 1% silica below 1%, 
fractions pro rata, and/or 
3. The price shall be decreased 1.1% for each 1% calcium fluoride 
below 97%, fractions pro rata, and/or 
4. The price shall be decreased 4.2% for each 1% silica above 1%, 
fractions pro rata. 
As used in this section the term “short dry ton” shall mean a short ton of 
2000 pounds with 1% allowable moisture. All moisture in excess of 1% 
shall be deducted from the delivery weight (out-turn U. 8. Railroad Scale 
Weights) of the material accepted to determine the weight on which pay- 
ment will be based. Adjustment of weight for moisture shall be accom- 
plished by first deducting all moisture, as specified in Government analysis 
certificates, and then increasing the dry weight by one percentum. 

(d) a program to purchase columbium-tantalum-bearing ores or con- 
centrates produced from ores mined in the United States, its Territories, 
and possessions, meeting the same specifications and under the regulations, 
and at prices in effect on December 1, 1955, for purchases of this material 
by the General Services Administration under the authority of the Domestic 
Minerals Program Extension Act of 1953 (Public Law 206, Eighty-third 
Congress) in the amount of not to exceed two hundred and fifty thousand 
pounds of contained combined pentoxide (Cb.O; plus Ta.0;). 

Sec. 3. All materials purchased pursuant to the authority of this Act shall 
be held by the Department of the Interior to be made available to the strategic 
stockpile or to be turned over to the supplemental stockpile created for strategic 
and critical materials in accordance with the provisions of the Act of July 10, 
1954 (Public Law 480, Eighty-third Congress (68 Stat. 454)), as amended, as 
determined by the Director of the Office of Defense Mobilization. 

Sec. 4. The Secretary of the Interior is hereby authorized to establish and 
promulgate such regulations as may be necessary to carry Out the purposes 
of this Act, and may delegate any of the functions authorized by this Act to 
the Administrator of General Services. 

Sec: 5. The programs established pursuant to the authority of this Act shall 
terminate on December 31, 1958. 

Sec. 6. There are hereby authorized to be appropriated to the Department 
of the Interior out of any moneys in the Treasury not otherwise appropriated 
such sums as may be necessary to carry out the provisions of this Act. 


Approved July 19, 1956. 

Senator Marone. Mr. Secretary, then this is your package deal that 
you think would carry the mines and keep these mines in operation 
on some basis in a going-concern manner in the United States? 

Secretary Seaton. Yes, Senator. This is the best product of the 
work and consideration that we have given to this problem, and as I 
said, together with the consultations which have been so graciously 
accorded by members of this committee, including yourself. 

Senator Marone. I think this committee wants to help you. 

First of all, they want to keep the mines in operation. Some of us 
do not believe that this plan will work. I think within a year from 
now that will be amply proven. There is no provision for adjustment 
of price. 

I wanted to ask if you have given this any thought? 

Secretary Sraton. If I might interrupt for just a moment, if I 
understand you there, we tried to point out in our original statement 
before this committee that we would expect and hope that not only 
would the Department of Interior review this program year by year, 
but that the committee would interest itself in cooperating with us 
to that extent. 
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If I remember the record, I think there was all-around assurance 
that would happen. I think that is only simple justice to the domestic 
mining industry. 

Senator Martone. In other words, what you are saying is that you 
have no authority under this bill to adjust the price, but you hope that 
the law would be amended, if this passed, each year to conform to 
actual conditions ? a 

Secretary Sravon. I would think that would make for good legis- 
lation. 

Senator Matone. There is no question that if we could not do any- 
thing better, we would all be with you. 

Have you given any thought to the matter when you say there must 
be a sale made at a certain price of these minerals, presumably to 
pes vate industry because the Government would not be interested in 

uying any more for the stockpile ? 

Secretary Seavon. Conditions might change that, but as a general 
rule, I would accept that definition. ‘ 

Senator Martone. What conditions would change a situation where 
you have as much or more of a certain mineral in a stockpile than you 
could use in any projected emergency ? 

Secretary Sraton. Senator, when I went to college, I learned the 
atomic table and I remember so well that I thought that uranium was 
a little-known mineral and had no known commercial values except as a 
coloring pigment. I do not want to labor the point, sir, but only 
heaven knows what technological advances will come along year by 
year. 

Senator Martone. Of course, that is my language you are using 
now. 

Secretary Seaton. That is right. You have lectured me most effec- 
tively many times. 

Senator Martone. I hope it has had some effect, not that you needed 
it. I always thought you went as far with us as the White House 
would let you go. 

Secretary Seaton. Senator, you would not expect me to comment on 
that statement. 

Senator Martone. I would not, and I did not ask you to. Knowing 
you as I do, I know you know what we need in the industry. We need 
a principle, not a year-by-year chunk of cake or bread, or whatever 
you call it, just to keep them coming to the public trough. It isa 
principle laid down by Congress. That is what I am for. Whether we 
get it or not will be another matter. 

The question, then: You know what the world price is, and you know 
on the basis of the world price that you have limited the amount. of 
Government payments to industry to presumably make up that differ- 
ence between the existing world price and what the industry would 
need to keep in operation. That is what you have tried to do, is it not? 

Secretary Seaton. That is one of the major bases of our reasoning; 
yes, sir. 

Senator Martone. Are there any others? 

Secretary Seaton. We have tried, Senator, to give the industry a 
little elbowroom. I would not say that these prices that we have set 
here are out of line or out of reason. We have tried in this presenta- 
tion for the first year of operation to allow some elbowroom there. 
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Senator Martone. You hope if the bill needs amendment, Congress 
would doit. That is your hope? 

Secretary Seaton. Yes, sir. We would go further than that. We 
would expect to come up and affirmatively offer amendments for con- 
sideration of the Congress. 

Senator Martone. I recall that you did support Public Law 733. The 
Senate did pass an appropriation for it several times, and then finally 
got kicked in the teeth ; is that right ? 

Secretary Seaton. That is a figurative way of expressing it. 

Senator Matone. And they further ordered you to cease and desist, 
did they not ? 

Secretary Seaton. [am afraid they did. 

Senator Martone. That is a precedent. Precedent is a great thing 
in Congress. It taught some of the boys out there two or three thou- 
sand miles away from here not to rely too much on what a previous 
Congress had done. That is what you tried to do within reason, to 
give a so-called bonus or a difference between the existing world price 
and what you think would keep them in business ? 

Secretary Seaton. Yes, sir. 

Senator Matone. Have you any knowledge as to how the present 
world price conforms to what price they might produce these minerals 
for and sell them in the United States? I have reference to the chief 
competing countries. 

Secretary Seaton. Senator, that isa subject on which I cannot claim 
even to be an amateur, to say nothing of an expert. I think it might 
possibly be that Mr. Hardy might discuss that. 

Senator Matonr. Dothey have anything to offer? 

Mr. Harpy. We feel the prices in the stabilization mineral plan will 
make the domestic industries sufficiently competitive to ook prices 
and world production. 

Senator Mavoner. As to the present world prices / 

Secretary Seaton. That is right; or the possible world prices. 

Senator Matonr. You investigated, and you are convinced that the 
present world price is about as low as their price is likely to go. 

Secretary Seaton. It is in the low part of the range, Senator. 

Senator Matone. Do you have anything to say about that, Mr. 
Liebert ? 

Mr. Liesert. Senator, I can only support what Secretary Hardy 
has said, with the further thought that there is in the long-term view 
such a rising standard of living and rising costs in certain of the raw 
material producing countries that we might expect the costs of the 
production of some of these materials over the intermediate term to 
rise somewhat. Of course, we are dealing in the realm purely of 
speculation. 

Senator Matong. Could you give me some illustration as to where 
their living costs have risen in the last few years ? 

Mr. Liesert. Yes; I think there is no question but what living costs 
in West Germany. 

Senator Matone. I am talking about the standard of living. We 
know that inflation is doing the same thing here that it is doing there. 

Mr. Liresert. But it is all related to a monetary standard or a price. 
If we are talking in terms of franes or dollars, it is the same thing. 
It relates right back toa fixed price. It would have the same impact on 
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— in some of these areas that the impact of inflation has had in the 
nited States. 

nce Matong. I think you are entirely wrong and I will tell you 
why. 

Thies seen the industries in these particular nations. Regardless 
of what the price of money, the wages do not always increase. They 
have a way of adjusting the wages to what they want to produce. Infla- 
tion does not always raise the wages. 

Are you aware of that particular setup ? 

Mr. Lirsert. To a certain extent; yes, sir. 

I think, looking at the thing in the overall picture, let us take the 
transportation costs, cost of capital investment, things of that sort. 

Senator Matone. What capital investments do these countries have? 

Mr. Liaeeert. Capital investments are the same, sir, in a mining 
enterprise—you need a mill, mining equipment—except in those areas 
where mining conditions are very primitive. 

Senator LoNE. Have you any idea what has become of that $70 
billion that the taxpayers of America gave them to build these plants 
with? What interest did they pay on that money ? 

Mr. Lieeert. Under the ICA programs, there was not any interest 
on any of the money, as you well know. Where there are World 
Bank loans made or the Export-Import Bank, there is interest. 

Senator Martone. What interest do they charge? 

Mr. Lirsert. I believe the current rate for World Bank loans is 
5 percent. ITamnotsure. It isin that neighborhood. 

Senator Matone. It is the first time I have heard it has gone to 
5 percent. It is generally 2 or 3 percent. 

Mr. Liesert. It is in relation to commercial loans. 

Senator Martone. Let me remind you of something else. 

They do not pay back that $70 billion we gave them since World 
War ITI to build these plants. They are building up dollar balances. 
There is no use going into that here. We would have a little over 
5 billion left if they present the dollar balances they have for gold. 
I do not know if you are aware of that, but that is true. The rest 
of it went to the dictators to keep them in power. 

We have some way of buying them each time. It goes to build 
these plants. You are aware of that fact; are you not? 

Mr. Liesert. Sir, let me qualify what I have to say. I am not as 
completely informed wha thas happened to the money that the United 
States has given to the underdeveloped countries as you are. 

Senator Martone. There is no one informed except somebody who 
might go there and see some of it. Nobody gets any information here. 
I guess you are aware of that fact, too. 

Mr. Liesert. I am aware, sir, of only the fact that many of these 
countries which have received aid from the United States have used 
it to increase the standard of living, to increase the productivity of 
their countries. 

Senator Martone. You mean they have increased the wages of these 
countries and the standard of living of the working men ? 

Mr. Liesert. I believe that is true. 

Senator Martone. I think you should examine the matter. 

Mr. Licsert. It is a very interesting subject. 
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Senator Matone. It is a very interesting subject to me. What I 
asked you is, are you aware that they used the money to build plants, 
to use the cheap labor and send the stuff here under practically no 
handicap at all? In other words, the tariff duties have been so low 
that it makes very little difference. Are you aware of that fact? 

Mr. Lirsert. That is a normal consequence of development of we 
ductive sources in any place seeking markets. Some of the markets ; 
have been in the United States, that is true. 

Senator Carrott. Mr. Chairman, I wonder if the Senator from 
Nevada would yield to me for about 1 minute, because I am 15 minutes 
late for a very important appointment. 

Senator Mavone. I will ask, Mr. Chairman, that his question appear 
at the end of my questioning. 











ng The Cuairman. I was going to suggest that there is not going to 
a8 be any hearing this afternoon and there may be some members of the 






committee that have some special single questions they would like to 







0 ask. I would like to accommodate them all. Some committees have a 
ts rule of limiting the time any individual may question. 

Senator Mavone. I will question in about 5 minutes if you will let 
t me go ahead. 
| Senator Carrouu. If the Senator will yield to me for 1 minute as a 






matter of courtesy, because I have only a few questions. To show the 
continuity in the printed record, mine will appear later. 

Mr. Chairman, I would like to say that it would take the wisdom of 
a Solomon to settle these complex problems of the mining industry of 
this Nation. I personally want to commend the Secretary of the In- 
terior for showing some creative thinking and some boldness and 
imagination in an attempt to solve some of these problems. 

ndoubtedly, as we consider this legislation there will be some 
changes. The Secretary himself has made some changes since his 
initial presentation. 

I have just one question here I want to ask. This is with reference 
to the change in copper. I observe in your statement that you say that 
the problem of inventories which were accumulated over the past period 
of surplus production—are you referring to the inventories of the in- 
dustry—the copper mining industry ? 

Secretary Seaton. In a broad sense, yes. 

Senator Carroti. Do you know what the inventories are of the lead 
and zine industry ? 

The purpose of my question is this: Could you give the same treat- 
ment to lead and zine that you gave to copper, and if not, why not? 

Secretary Seaton. Senator, we have spent a good deal of time and 
effort, which we should, on that very question. It is our best judg- 
ment that the answer to that works out this way. I should like to read 
it, if I may. 

In 1954, at the time the Tariff Commission recommended increases 
in tariffs for lead and zinc, the President chose to direct the situation 
be handled by stockpile purchases in anticipation that the industry 
could adjust to a better balance between supply and demand. 

As you very well know, Senator, because of your great interest in 
this area, this purchase program has been in effect for several years. 
It seems to us to be perfectly clear that it has not solved the problem of 
that industry. Therefore, we do not think that continuation of this 
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type of program would be any more effective under today’s condition 
than formerly. 

That is just our best judgment, Senator, and we make no claims to 
omniscience. We do feel, our technical experts feel, that the type of 
program which we have so strongly recommended here for lead and 
zine would be for the ultimate good of the industry, and, in the light 
of our experience in the past with stoc kpiling of lead and zine, would 
be far preferable as a method of dealing with the situation and would 
have much greater chances for the success that I know every member 
of this committee and a good many other Members of Congress hope it 
will have. 

Senator Carroti. I suppose you are also confronted with this divi- 
sion within the Tariff Commission itself, one group advocating higher 
tariff and the imposition of quotas, another group advocé iting higher 
tariff but no imposition of quotas. Under the circumstances, you “feel 
that this program will bring some stability to the lead and zine 
industry ? 

Secretary Seaton. Yes, Senator, we certainly do, and we fervently 
hope as well. 

Senator Carrotu. I want to commend my colleague, Sennen A llott, 
for his suggestion here, and I understand that you have adopted the 
formula suggested by Senator Allott, with reference to the small 
miners. I am not quite sure that I understand this Washington 
language when they talk about the “to maintain the viability of the 
small-mine segment of our economy.” What does that mean / 

Secretary SEATON. Senator, you do not know how great a favor 
you have just done me. My staff knows I have carried on a continuous 
and unremitting battle against that sort of language in the Depart- 
ment of Interior Documents. U nfortunately, this phrase crept in. 

In plain language, it means that with this addition to the program, 
we would have reasonable ex pectation of healthy economic activity 
on the part of the small producers. We could just as well have said so. 

I accept your criticism, sir, and I hope my staff has heard what you 
have just said. 

Senator Carron. It was not a criticism. It was a confusion that 
I was expressing. 

Can we have for the record the number of small miners / 

Do we know how many small mines that are in operation in this 
country in lead and zinc? 

Secretary Searon. Approximately 600. 

Senator Carrot. Do we know how many major lead and zine mines 
are operating in this country ¢ 

Secretary Seaton. Around 30. 

Senator Carrot. Will the major mines participate in this 500-ton 
accelerated price program ? 

Secretary Seaton. Yes, sir; under the terms as we have drawn the 
bill. 

Senator Carrouu. In other words, to benefit the many small miners, 
we have to give some benefits to the 30 big ones, too. Is there any 
way you can place a limitation on that ? 

Secretary Seaton. Senator, we think so under the legal problems 
and others we have. Of course, as you, I am sure, realize, the pro- 
portion of benefit to the small miners is far in excess to the proportion 
of benefit to major mines. 
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Senator Carrot. Thank you. 

I apologize to the Senator from Nevada. I said 1 minute; I did 
not know I was going this long. 

Senator Matonr. To complete the question I was asking, Mr. 
Secretary, and without going into further detail, you have to make 
the sale to get the benefit of this bonus; do you not ? 

Secretary Sraron. As we have defined it in this legislation, yes. 

Senator Maronr. Suppose some company offers for sale lead, zinc, 
or whatever it is, to a private company, and before they accept that 
offer they ask the foreign producer or whoever the broker is what is 
the best price he could get, and he lowers his price. It becomes a 
sort of bidding deal ; does it not ? 

Secretary Seaton. Senator, we do not think that is the way it would 
work out. If that turned out to be a fatal defect in this program, I 
would be up before this committee the first opportunity I had. 

Senator Martone. I appreciate that, but you see the possibility; 
do you not 4 

Secretary Seaton. There is the academic possibility. But we think 
in reality, it would not eventuate. 

Senator Martone. It remains to be seen if we pass the bill. The 
facts are that every time we are underpriced until the private pro- 
duction of any material goes out of business or goes so low as not to be 
competitive, like mercury and other metals, and then the price goes 
up to whatever the traffic will bear. That has been the history of all 
foreign trade. 

As far as the company is concerned, what motivated you to take this 
out of the program and just buy 150,000 tons of copper? May I ask 
that question ? 

Secretary Seaton. Yes, you certainly may. I will try to answer it. 

Senator Matone. I am wondering why you treated it different 
than any other metal. 

Secretary Seaton. The reason we did is precisely this: A number 
of members of this committee talked to me personally, some not only 
talked to me but to Assistant Secretary Hardy and other members of 
the Department of Interior, industry representatives in the main 
made representations through members of this committee, but those 
who asked for an audience were given it, and it turned out that the 
consensus of opinion, both in the industry and in this committee and 
in the House committee as well, was that this type of purchase pro- 
gram for 1 year would stabilize the copper-producing industry in this 
country. On the assurances and the concurrence on the part of our 
technical experts, we felt that this was the proper route to go. 

Senator Matone. Is that not about the case for lead and zine and 
tungsten ? 

Secretary Seaton. We do not think so, Senator. 

Senator MALone. I would be interested in your reasons, but let us 
not go into that. I want to finish as soon as I can here. 

What you are trying to do is to make up the difference either in a 
fixed price or in some manner between the world price and the do- 
mestic cost, plus a reasonable profit. T hat is what you are trying to 
do; is it not! 

Secretary Seaton. Yes. 
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What we are trying to do in capsule form is to put a program here 
into legislation, and aceon which we believe has every promise, and 
beyond a promise, every indication, to serve to stabilize the economic 
situation as it affects the domestic mining industry and would en- 
courage not only a continuation of production, but in connection with 
other legislation we have pending here, a future for the domestic 
mining business. 

Senator Matonr. Have we not been in this business for the last 
24 years and trying to work out ways and means by bonuses and 
various ways, like the DPMA, which is coming up for extension this 
afternoon, which I am going to vote for, but did not answer an 
questions. Has not the mining business, as well as many other busi- 
nesses, been on the verge of bankruptcy continuously except for war 
periods since 1934? 

Secretary Szaton. Senator, I would not want to narrow it down 
that much. It is perfectly true, or we should not be here at all, I 
presume, that the domestic mining industry and certain important 
segments of it are in difficulty. 

Senator Martone. Are they not all in difficulties except the ones 
that have foreign production and balance the domestic against the 
foreign ? 

Are they not all in trouble except those particular companies? 

Secretary Seaton. I do not think I am competent to answer that. 
I am not under that impression. 

Senator Matone. I will tell you that they are, and you can do a 
little checking on this. Some of those are in trouble as far as the 
domestic production is concerned. It is not all copper that com- 
ae balance their production on. Many of us are interested in the 

omestic production, first, last, and all the time, if the difference in 
price to be guaranteed or the tariff or duty under article 1, section 8, 
that the Constitution says Congress must regulate but is now in the 
White House, is to make up the difference of the cost of doing busi- 
ness here and in a chief competing nation. 

That is what section 336 of the D34 tariff law says. If you have 
to go beyond that to have a bonus, fixed price, tariff, or duty, beyond 
that difference, then it requires a special act of Congress. 

You apparently have no objection to the fixed price here. Do you 
have any objection to any arrangement where that particular differ- 
ence would be made up? You yourself? I am not asking you for 
the administration. That is a principle that might last a consider- 
able time. It lasted for 150 years until 1934. 

Secretary Seaton. Senator, I would much rather avoid debating 
with you the principle of tariffs or reciprocal trade. 

Senator Marone. I just asked a question. If you do not want 
to answer it, it is all right. 

Secretary Seaton. I would rather not. 

Senator Martone. Very well. 

In closing then, there are two members of the Cabinet that are com- 
ing before the Senate Finance Committee tomorrow. That will be 
Secretary of State, Mr. Dulles, and Secretary of Commerce, Mr. Weeks. 
We will get a little information from them on this whole question of 
continuation of the transfer of the legislative constitutional respon- 
sibility to the White House, who in turn transferred it to Geneva under 
the General Agreement on Tariffs and Trade. 
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Is that not the reason, then, since Mr. Dulles last year testified, that 
he could trade a part or all or any industry to foreign nations if he 
thought he could further his foreign policy ? 

Secretary Seaton. I have read that testimony since you made refer- 
ence to it in the initial hearing. I do not put the same construction on 
that language which you do. 

Senator Martone. I will write it for you. 

Secretary Seaton. If I may make an aside, you and I have discussed 
this many times. 

I must say this: I am a very firm believer in the principle of recipro- 
cal trade for the ultimate good of this country and the free world. I 
would not want to be misunderstood on that, Senator. 

Senator Matonr. Do you understand that the phrase “reciprocal 
trade” did not occur in the original act and does not occur in the present 
‘act and never has occurred in any act? 

Secretary Seaton. That may very well be, but the principle is the 
same. 

Senator Matonr. I will ask Secretary Dulles the same question to- 
morrow and maybe we can clarify the thinking on this matter. I will 
ask you one more question. 

Do you know under the rules and regulations of the General Agree- 
ment on Tariffs and Trade that the foreign nations, the 36 that are 
operating to divide the rest of our markets in Geneva, do not have to 
keep their part of the agreement as long as they can show they are 
short of dollar-balance payments? Are you aware of that? 

Secretary Seaton. ] have heard that statement made, Senator. 
I have not studied subject sufficiently to be able to say yes or no. 

Senator Matone. You studied Mr. Dulles’ statement. I wish you 
would study that. 

Secretary Seaton. I shall be glad to do so. 

Senator Martone. This is what they do: They manipulate the cur- 
rency, the terms of the dollar for trade advantage; they have import 
permits; they also have tariffs and use every subterfuge in the world, 
so that every nation in the world has it arranged so that it is impos- 
sible to get into their nation anything that they do not believe at the 
moment that they need that they produce commercially. 

I am not asking you to comment on that. I am simply mention- 
ing it so that if you have a chance to study it, you may do so, There 
will be considerable debate on this and it will come out. It seems to 
me that the Cabinet officers ought to know what policies they are. 

Secretary Sraton. I think I do know. When it comes to debating 
a specific charge such as you made, I would like to have specific 
information before I debate it. 

Senator Martone. Would you study it and complete the record ? 

Secretary Seaton. Yes, sir. 

I would say this to you: That I would very much hate to believe 
that you were completely correct in the charges you have just made, 
even though you have a privilege to make them, both as a member of 
the Senate and because of your long study of the question. 

Senator Matonr. If anybody wants to debate it, I will debate it on 
the street corner or television or any place because it is what the rules 
say. That is what they are doing. We are the only free trade nation 
in the world. Ours are the only markets that are in the pot in Geneva. 
The others are protected in everything that they produce commercially. 
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It cost 55 percent of an automobile to get it into England. Mr, 
MeMillan made a special trip over here that we should have economic 
interdependence. 

The Cuarrman. We only have 3 minutes left. 

Senator Matong. I am through. I just want to say that I hope 
you do study it and if you want to complete our testimony, I should 
appreciate it. 

Senator Warxkrins. Mr. Secretary, since you have been discussing, 
even though briefly, the matter of relief for this industry and the 
reasons for it, I would like to put this question to you: 

First of all, I would like to state some background. There are many 
people in the United States, both Democrats and Republicans, who feel 
that their parties were committed to a program of reciprocal trade 
with a varying well-built inescapable clause to protect American 
industries that might be threatened with damage. Many of them are 
at a loss today to know why it is with a Tariff Commission finding 
such as we have now, and a recommendation—first a finding unani- 
mously by the Commission that the lead and zine industry is being 
damaged by imports—we do not apply the escape-clause provisions 
which both parties have been committed to, and which the President 
personally has been committed to as well. 

I think I know some of the reasons, but I would like to have them 
spread on the record. What is the justification, in other words, of 
coming in with this kind of a program for lead and zinc and copper 
and these other minerals that are being damaged largely by imports? 
Why should we follow this line? 

I am sure you thought about it a great deal and you may have said 
something about it in your initial statement before this committee in 
support of this type of program. 

Secretary Seaton. Senator Watkins, if I remember the testimony 
which I gave here in our first apperance before this committee on this 
subject, I pointed out that the tariff remedies as recommended by the 
split decision of the Tariff Commission, if you took either 1 of the 2 
formulas, would not give the support to the lead and zine industry 
which our original proposal gave. Now we have amended that origi- 
nal proposal to give further support for the production of the first 500 
tons of both lead and zinc, which is, I think, a very considerable 
| benefit to the small producers. 

I also pointed out that, if the quota provision of the split decision 
of the Tariff Commission were to be imposed, that in the opinion of 
| our technical experts that the combination of either 1 of the 2 tariff 
recommendations, plus the quotas, would put the price of lead and zine 
| 
| 
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beyond the point of substitution, a malady from which the industry 

has heretofore suffered, and suffered grievously. 
| I further said, in answer to a direct question, perhaps from you, 
Senator, that it was the President’s belief and our belief that our 
| program was preferable than accepting the Tariff Commission recom- 
mendation, and that it would do more for the lead and zinc industry. 
I further said it was my opinion that the President would not 
| choose to impose the quota, particularly since it was a split 3-to-3 
1) decision. When I was asked as to whether the President would accept 
the Tariff Commission recommendation, one or the other, on the pure 
tariff remedy, I said then and I say now, I do not know. 
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But it would be, in my opinion, a very poor substitution for this 
program which we are proposing, because the program we are pro- 
posing does so much more for the lead and zine industry. Actually, 
at least in my thinking, what we are really trying to do is to help a 
very important segment of the domestic industry ; in other words, the 
Jead and zinc industry. That is what we are all trying to do. Then 
it seems to me the only prudent thing to do is to devise the best 
possible plan and to do it. 

There are other things about the tariff situation, as you very well 
know, Senator. The only tariff action which we have before us is in 
the case of lead and zinc. As of now, there is nothing in sight there 
for copper, for fluorspar or for tungsten. 

We have problems of living together with our great neighbor to the 
north and our smaller but equally distinguished neighbors to the south 
on the continent. We have had all sorts of informal assurances that 
there would be no objections to this program we have presented, in 
spite of the fact that this program—the administration’s program— 
which now I must admit for the record has been amended by the dis- 
tinguished chairman of this committee, by yourself, by other members 
of this committee, because you have helped us so much with it, would 
give the domestic minerals industry a rather considerable advantage in 
the marts of trade. 

Senator, to the best of my ability, that explains why we are con- 
tinuing to advance the proposal we have made here today. 

Senator Warxkrys. The international situation had something to do 
with it. Of course, as you say, you have the situation of Canada and 
the Republics to the south. 

Secretary Seaton. That is correct, Senator; the international situa- 
tion, plus the economic situation. We needed more economic relief 
than we could get conceivably from Tariff Commission action at this 
time. 

The international situation is very pertinent and acutely important 
to the safety of this country. 

Senator Warkrns. I realize that the international situation probably 
had something to do with it, and it may be debatable as to whether the 
program you now have presented to the Congress would be more 
effective than what the President might do under the escape clause. 
If he followed the recommendation of the Republican members of the 
Tariff Commission, I always felt he could give some very substantial 
relief to the lead and zine industry of this country. I was personally 
pledged to that kind of program; that is, the escape-clause protection. 
That is one reason why I have voted for reciprocal trade. 

I, too, believe in reciprocal-trade programs, but I believe they should 
not be carried on to the point where they will be permitted to damage 
or completely destroy a basic American industry. 

I want to make my position clear on this. I have been willing to 
listen to this. I listened to the stockpile program and I supported it. 
Originally it had been adopted with respect to lead and zine and some 
other minerals. I felt that there should be some rather strong 
justification for a change from the pledged word of the Republican 
Party and the Democratic Party to make the escape-clause provision 
work. 
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I recognize that we could not get all the information that we prob- 
ably would have liked to have about the international situation, 
However, at my suggestion Secretary Dillon of the State Department 
did come before this committee and testified with respect to what 
— happen if we adopted escape-clause protection for industry, 
I think he was helpful although I think there was nothing startling 
revealed. It was an executive session for the most part and I cannot 
reveal it now, but the committee members have that before them. 

I do want to say also, Mr. Secretary, as I think you will recall, I 
urged higher stabilization price than was originally proposed. I 
think I called your attention to that in the first appearance before this 
committee in support of that domestic program. 

The mining porn in my State felt that the relief you were pro- 
0sIng came a long way from actually taking care of the situation. 

n other words, I used the rope comparison, the rope was not long 
enough to reach the drowning man. 

I certainly am happy, in response, I assume, to the conference held 
between you and me and probably all members of the committee and 
others, that this price has been advanced. 

I have 1 or 2 questions on fluorspar and I am not going to ask any 
further questions. 

I note that metallurgical fluorspar is left completely out of the 
program. Is there any justification for that ? 

Secretary Seaton. Senator, perhaps you were not here at the time 
I was asked about that, I believe by the chairman. 

Senator Warxkuys. I was out for a moment. 

Secretary Seaton. I told him when he raised the question we would 
be glad to consider it, but I was under the impression that the Gov- 
ernment was continuing its purchase program in that field. 

Senator Warkins. That will cease, will it not / 

Secretary Seaton. That is not my information, but I want to check 
that as I told Senator Murray. I was under the impression that metal- 
lurgical grade fluorspar was in no difficulty and would not be in the 
immediate future. 

Senator Warxrns. Then I want to ask you a further question about 
the acid-grade fluorspar. 

We had a very distinguished witness before us the other day who 
testified that the program which was proposed was far short of the 
mark of giving the support that this program required. Mr. Flynn 
appeared, who is head of the Association of Fluorspar Producers. 
He gave some statements there that seemed to me to be very impressive. 
I think we should take his calculations and reasoning in this bill. 

The fact is that you adjusted for lead and zinc, but there is no 
adjustment for fluorspar, and it seems to me that they are in as bad 
a condition as were these others. 

Secretary Seaton. I believe, Senator Watkins, that Secretary Hardy 
testified on that subject this morning. Am I correct on that ? 

Mr. Harpy. Yes. 

Secretary Seaton. We, of course, would be glad to look at it. 

Senator Watkins. We all wanted to know why you want the subsidy 
route rather than the escape route. If it is in the record already, 
I will cease now because I do not want to take the time away from my 
colleagues. I do not think I have imposed on anyone in the length 
of time I used. 









LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 979 





lon, Thank you, and I want to say I greatly appreciate the contribution 
ent you have made to this program. 
lhat Secretary Seaton. Thank you. 
ry, Senator Neusercer. Mr. Chairman, I have to go to the floor and 
ing participate with Senator Smathers on this transportation tax matter. 
ot Mr. Secretary, my questions will be very brief. 
Why is there no program for aluminum in the general outline that 
ay you brought up to us here ? 
I paveetany EATON. Senator, I can give you a general answer and 
lis Secretary Hardy can give you the specifics. 
The Department does not feel that under the present situation, with 
0- Government contracts and assistance and the level of the industry, 
n, that there is any need for inclusion at this time of aluminum in this 
ig rogram. If that situation materially changed, I am sure it would 
be covered by our repeated pledge to this committee and the Congress 
d that we would come before this committee with suggestions. 
| Senator Neusercer. Yet aluminum has been severely hit by unem- 


ployment, by cutbacks, and actually by direct competition from our 
: principal military foe in the world, the Soviet Union. Is that not 
correct ¢ 

Secretary Seaton. Senator, Secretary Hardy points out to me that 
it is not a domestic mining industry and that we are of necessity 
concerned with the natural domestic resources in this area. That does 
not mean we are not sympathetic to the problem. That is another one 
of the reasons why it was not included in this particular program. 

Senator Neupercer. It is a domestic mineral processing industry, 
however, which employs many people and on which a great deal of 
business and industry are dependent, and which has no inclusion. 
I just want to call that to your attention. I am not going to belabor 
the point. 

I think the omission of aluminum is something that should be 
corrected. 

Secretary Seaton. Senator, I appreciate your calling it to our atten- 
tion, but I must say that if we were to expand this program to domes- 
tic processing all up and down the line, we might have ourselves quite 
a program. Iam not quite clear as to our statutory authority in that 
area,either. We would be very glad to look into it. 

Senator Neunercer. I just want to say, though, that in this program 
it is hard to say you are going to help one industry and not another 
when the whole general international situation actually, as it bears on 
aluminum, is the most direct of all. Russia has brought inte the 
world market a vast quantity of aluminum, sold at a lower price than 
ours. It is the one area where we are in the most direct competition 
with the Soviet Union of any single produced material in the free 
world and the Soviet world. It is quite incongruous that it is left out. 

Secretary Szaton. Senator, not to belabor the point with you, and 
as I am sure you know, the curious thing about the Soviet activities in 
the aluminum field is that the amount of aluminum actually sold by 
the Soviet Union was quite insignificant. What effect it had on the 
aluminum market seemed to be more a case of a potential threat than 
an actuality. 

I would also hazard the opinion that as we stabilize these very im- 
portant segments of the domestic minerals industry, that will have a 
collateral beneficial effect for aluminum to some extent at least. 
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Senator Nevnercer. I hope it will. 

Thank you very much, Mr. Secretary. 

Senator Dworsuax. Mr. Secretary, I share the keen disappoint- 
ment expressed by the Senator from Utah that the President, through 
you, has seen fit to submit a substitute program instead of accepting 
the recommendations of the Tariff Commission insofar as lead and zine 
are concerned. 

I presume that it is not a debatable question, and, while I may dis- 
agree with you in this regard, I want to compliment you for the bold- 
ness you have displayed in proposing a program which you think, 
according to your testimony, will prove more effective in stabilizing 
the domestic minerals industry than the recommendations of the Tariff 
Commission. 

Without going into detail, I should like to recall that it was 4 years 
ago when stockpiling was initiated as a stopgap measure for lead and 
zinc and for other minerals. We presumed all the time that we would 
get a long range minerals program. 

You come up here with this, but you say it is only for 1 year, and it 
will have to be reappraised at the end of that time. Many questions 
have been asked by members of this committee, and I think they have 
explored many possibilities and have pointed out some weaknesses, 
and I shall not go into that, except in one regard, to point out that 
your final conclusion was that we should have a single-unit package. 

Then it is pointed out that mercury, cobalt, and antimony do not 
qualify. 

The Senator from Oregon suggests that we include aluminum, and, 
undoubtedly, many other minerals will be proposed for inclusion in 
this program if it is finally approved and put into operation. 

I know, from your extensive activities and your testimony before 
this committee, that you do have a profound concern about stabilizing 
this minerals industry in the United States. But your approach is 
through subsidies, which are in ill repute, not only in the farming 
area but in other respects. 

I want to sound one note of warning to you, as a friend and as a 
representative of the administration, that, possibly, in this new ap- 
proach which is nebulous and uncertain, as you already admit, where 
we are not embarking upon 

Secretary Seaton. Excuse me, Senator; I am not conscious that 
I admitted that this approach was nebulous and uncertain. 

Senator Dworswaxk. You said it was a 1-year program, did you not? 

Secretary Seaton. No. 

Senator Dworsuakx. What did you say? 

Secretary Seaton. It is a 1-year purchase program for copper. We 
are proposing a 5-year program of stabilization. 

Senator DworsHak. Did you not say in a year from now we will 
have to reappraise this program ? 

Secretary Seaton. Senator, only in the light of what economic con- 
ditions might be. If it were indicated that there should be an im- 
provement in this program, we certainly would affirmatively advance 
that to the committee. 

Senator Dworsuak. I am glad you clarified the record. But this 








‘is a drastic innovation. Do you admit that? You are stabilizing an 


industry by using subsidies, are you not ? 
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Secretary Sraton. Senator, my respect for you is such that I would 
not want to quarrel with you, but I do not believe there is any drastic 
innovation. There must be more than 100 precedents in this sort of 
thing in Federal law now affecting all kinds of industries. 

Senator DworsHaxk. That is correct. I accept that. | 

Secretary Seaton. That is, in agriculture and others. 

Senator Dworsuax. I meant insofar as the mining industry is con- 
cerned. I did not. encompass all industry, because you are correct in 
what you say. 

Secretary Seaton. There have been production bonuses before. 

Senator Dworsnax. In wartime. 

Secretary Seaton. And in peacetime. 

Senator Dworsuax. When, in peacetime ? 

Secretary Searon. We have production bonuses in peacetime now 
in some of these minerals. 

Senator DworsHax. What, for instance? 

Secretary Seaton. We are trying to build those up and make them 
more attractive and asking for continuation of the DMPA program. 

Senator DworsHax. As permanent peacetime programs? 

Secretary Snaton. Yes. We think that is in the interest of na- 
tional security. 

Senator DworsHak. I can see that you have a primary and major 
objective to stabilize the minerals industry. Maybe this approach 
will work out. But I am going to sound this warning to you: Have 
you considered the possibility without import quotas, and there are 
none envisioned in your program anywhere, are there ? 

Secretary Seaton. No,sir. The practical effect, I must say, of this 
program would go along that route, without using the words or the 
method. 

Senator Dworsnax. You do not think it will have a restrictive 
effect in limiting the imports of some minerals ? 

Secretary Sxaron. I would rather put it another way. It will 
make it much easier for domestic producers to compete for the market. 

Senator DworsHak. I want you to consider this aspect of the pro- 
gram. Without import quotas or slight restrictive measures, as you 
have already pointed out, and with very definite price controls, is 
there not the possibility that, without wanting to do so, you will place 
the domestic minerals industry in a straitjacket, so that it will be 
difficult to expand with the continued growth of our country ? 

In restricting this domestic production, we may be, unwittingly, 
giving some advantages to foreign countries to produce materials 
to meet our own requirements in the future. Have you given con- 
sideration to that ? 

Secretary Seaton. Yes; I have. I think a copy of this book has 
been furnished to you in our office. I am sure it has, because you dis- 
cussed it with me one day in quite a lot of detail. You compare these 
limits which we have placed in this program as against the actual 
production figures in that book, and you will see what we call elbow- 
room. We would, of course, continue an appraisal of that. 

We would have no intention whatsoever of placing the domestic 
minerals industry in a straitjacket. That would not only be poor 
administration ; 1t would be unmoral, as far as I am concerned. 
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Senator DworsHaxk. Such things have happened inadvertently in 

the past, have they not? 

retary Searon. In the whole history of this country, in one 
area or another, I suppose, I would have to give you an affirmative 
answer. I would say that I have sufficient faith in the Congress of 
the United States and, if I may be pardoned, the intent of this 
administration to see that sort of error was not made. 

Senator DworsHak. I was sure of that. I pointed out that it 
ee be done unwittingly and inadvertently. I made that very 
definite stipulation. Yet you cannot help but think that a subsidy 
plan tends to freeze market prices, and, with this pattern of limited 
production in this country and marketing under a specific price pro- 
gram, that you will sctaalbey establish a floor for these minerals which 
will become a ceiling. Have you considered that ? 

Secretary Seaton. Yes. t devoutly hope that the Senator’s fears 
will not be realized. 

Senator DworsHak. You are a realist in every way. You know 
that this program may receive approval by the Congress, or at least 
by this committee and the Senate. From past experience, you know 
that the other House, with 435 Representatives, many of A ise come 
from districts which have no mining activity, will immediately. say 
that this starts another subsidy program for which their constituents 
will be required to pay taxes to support, while the benefits will not 
accrue to many of those congressional districts. 

As a realist, do you think that you can come up with the money that 
is necessary to finance this program ? 

Secretary Seaton. Yes, Senator, I do. 

I think we can make such a good case that this is in the interest of 
the country at large, and specifically the national security, that we 
can. I know I need not remind the Senator because of his lifetime 
interest in reclamation that we have precisely the same problem in that 
area, and by working together we have done very well. 

Senator Dworsuax. That is an established program. This is 
something entirely new. This is a new concept, is it not? 

Secretary Szaton. Senator, it had to begin sometime. 

Senator Dworsnak. I know, but it is always difficult to get aproval 
of anew program. Reclamation does have difficulties. I am not going 
to be pessimistic, but I am not sure that there are the safeguards and 
the precautions necessary to insure the steady growth of a healthy 
minerals industry in this country. Of course, that is our objective. 
It is my objective. It is the thing that representatives of the industry 
are interested in. 

That is why undoubtedly there has been much reluctance and some 
concern over whether this program should be accepted in place of a 
program like the escape-clause would give us that would not require 
any payments or appropriations by the Congress. The users of the 
minerals would pay that. 

But this substitute provides that the taxpayers finance the program. 
Ts that true? Is that not the great distinction between these two 
programs? 

Secretary Szaron. I guess you could make that distinction, Senator. 

Senator Dworsuax. Would you make it? 

Secretary Seaton. In the long run, it is pretty hard to separate 
the consumers and producers and taxpayers, sir. 
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Senator Dworsuak. I cannot go along with you on that. I certainly 
cannot accept the fact that we ought to subsidize through the Federal 
Treasury the purchases of minerals by the users and consumers of that. 

One final question. I am not going to prolong this. 

There will be no additional stockpiling of lead and zine? 

Secretary Seaton. We do not contemplate that, Senator; no sir. 

Senator Dworsnak. So stockpiling is good for copper. You have 
taken it out of this program ? 

Secretary Seaton. i think the Senator was not present when we 
gave the Department’s reason for the noninclusion. 

Senator Dworsuak. Yes, I heard it. 

Secretary Seaton. That is our best judgment, Senator. Of course, 
we are carbette willing to listen to recommendations of this committee. 
But in our best judgment that would not serve the best interests uf the 
lead and zine industry. 

Senator Dworsnak. You do finally believe that this new approach 
will not disrupt the normal production and marketing of these minerals 
so that a year from now or 2 years from now we will be coming up here 
to solve some problems which have arisen from this new stabilization 
program ? 

Secretary Seaton. No, Senator, I do not believe that. 

I would also say this: We would welcome any amendment from the 
Senator to help obviate any such unfortunate situation as well as wel- 
coming any amendments from any member of this committee. 

Senator Dworsuax. The Senator from Idaho has no confidence 
whatsoever on a managed economy on an artificial basis. In the past 
having opposed such proposals in other industries, it is difficult for 
me to accept that approach in the domestic minerals industry. That 
is what makes it difficult, because I do not think anybody in a Re- 
publican administration or a Democratic administration or a Demo- 
cratic or Republican Congress had the wisdom or the intelligence and 
the legerdemain to make programs work which are nae outside 
of normal marketing, veallocins and marketing patterns. 

It just may be an old-fashioned feeling that I have, but it is one 
that has prevented me from accepting what subsequently developed 
to be Seclvitape in other regards and I sincerely hope, and having 
such a high regard for the ability and the overall objectives presented 
here by the Secretary of the Interior, that we will avoid any program 
which inadvertently will prove harmful to the domestic minerals in- 
dustry. 

You and I know it is an essential and vital segment of our national 
defense. 

Secretary Seaton. I agree with you, Senator. 

I want to say this: I have long admired you for the integrity of your 
views. But on the general premise that you have just given, I should 
have to depart somewhat because I could not accept that without at 
the same time expression my personal opposition then either to the 
wool program or to the sugar agreement, both of which worked rea- 
sonably well. It depends entirely on the area in which you operate. 

Senator Dworsuak. I would have to correct the Secretary, which I 
hate to do. ' 

The wool people recognize that the price of wool has been forced 
down. Last year it was around 52 cents. Now it is down to around 
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40 cents. The processors of wool are absolutely refusing to purchase 
wool in many sections of the West because they say what difference 
does it make, Uncle Sam will pay the difference between what we pay 
and the stabilizing price. The wool program is not nearly as success. 
ful as was first anticipated. 

Senator Brstz (presiding). Are there further questions ? 

Senator Atiorr. Mr. Chairman, I would like to meet that man who 
wrote Low Man on the Totem Pole, because he does not know what 
that means until he is a junior member of the Interior Committee. 

First of all, I would like to compliment the Secretary on what I 
think is a very fine piece of work. Of course, I am very happy to see 
that he has accepted the principle of the Allott formula with respect 
to lead and zinc. 

There are just two questions, I think, which I want to raise, but I 
would like to make a prefatory remark. I have listened to the Sena- 
tor from Idaho, my very good friend, and I realize that he is ex- 
tremely concerned about these questions, as are all of us. I realize 
also that we seem to be hemmed in by a myriad of fences which we 
cannot seem to jump nor tear down. 

In the present circumstances, I know that there has been a great deal 
of work going into this proposal which this committee can criticize, 
amend or reject or adopt, as it sees fit, and I hope that we will have 
some executive sessions in the bill itself before it is reported out. 

I would like to ask one question with respect to fluorspar. 

Does the Secretary mean to exclude normal mined stockpiles of 
crude ore, as is necessary in western and northern mining States, 
from participation in the program ? : 

To be more specific, I am thinking of the production in Colorado 
in which mining is carried on only during the summer months, and 
that production would be utilized during the course of the year. I 
think it is important that we make the legislation straight in this 
regard. 

ecretary Seaton. Senator Allott, it is clearly not our intention. 

Senator Atiorr. Then the term “newly mined ore” would not ex- 
clude that ore mined during the summer against the year’s quota? 

I have also been asked to inquire of the Secretary if he was aware, 
as I am sure he is, that the prices on fluorspar have been reduced on 
the seacoast from $50 to $35 per ton within the last 80 to 90 days, 
and that is the price that the domestic producers will have to meet 
when the annual contracts are negotiated in the fall. 

I am sure that the answer is very obvious, that the Secretary does 
know this and this was taken into consideration also in his proposal. 

I only want to say in conclusion that I have a deep appreciation of 
the many areas which preclude free action in this matter. I do say 
with my colleague from Utah that while I have always supported 
reciprocal trade, I do believe that it was meant that the escape clauses 
should be more active than they have and that they should in fact 
protect our domestic industry more than they do. 

I want to say that it is my intention at this time to attempt, though 
I may not be able to do so, to write into proposed legislation for 
next year what I think will be the nearest thing to a permanent long- 
term minerals program that can be written into it, which is an at- 
tempt to spell out at what level it is to the national interest to 
maintain these various metals in this country. This is fraught with 
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many dangers, many hazards, but I still hope that during this fall and 
prior to next year I can do that. 

Senator Biste. Thank you, Senator Allott. 

Thank you very much, Mr. Secretary. 

One question occurred to me, and I do not know that it has been 
asked. If so, I did not catch it. 

In reading this very able statement and very full statement you 
have given us this morning, it appears to me that you might be adding 
somewhat to the labors of the administrative department that is going 
to take care of this. I have had some difficulty in following some 
of the formulas that you have here. 

Will there be any material increase in the required cost of the 
administration of this program, if it becomes effective ? 

Secretary Seaton. No, Senator, we do not believe so. We have 
made, we think, an adequate provision in our budgetary requirements 
for efficient handling of the program. 

In answer to your question of material increase, the answer is “No.” 

Senator Brste. Senator Malone. 

Senator Martone. Could I ask, Mr. Chairman, that my questions 
now continue where I left off before ? 

The Cuarrman. Certainly. I thought you had completed. 

Senator Matone. Mr. Secretary, if I get the purport of your pro- 
gram, what you are trying to do when I first asked the question is 
to keep a going-concern mining industry ? 

Secretary Seaton. Yes, sir. 

Senator Matonr. In your endeavor to do that, there is no attempt 
to protect the American market and give them equal access to the 
American market, equal to the foreign producer? It is simply a 
question of a subsidy to keep the mining industry alive? 

Secretary Szaton. No, Senator Malone, I personally do not envis- 
age this program as that. 

I believe that the adoption of this program will enable the domestic 
producers to far better compete in the market. 

I might say, in addition to that, that I have been personally quite 
leased at the advances which we have been able to make in the last 
ew months in meetings and talks with producers of these metals 

in other countries. I want to assure the Senator here and now that 
the Department of Interior has and will continue to take an active 
interest in those meetings and in those proposals, 

Senator Martone. I amsure of that. 

Just to clear up the record, then, what you are trying to do is 
to fix a price here to pay the domestic producers in these particular 
fields enough to keep them in business and in competition with the 
low-wage foreign producers? That is the objective of it, is it not? 

Secretary Seaton. We are trying to keep them in the best possi- 
ble shape to compete with foreign producers, low wage or not, higher 
efficiency or not, and we believe that this is designed to insure, as 
best we can, to the domestic producer a fair and equitable share of 
the United States market. 

Senator Matone. I know you are not trying to evade the question. 
I am asking you a very direct question. 

What you want to do really is to divide the market and have the 
American producer have a share of that market and assure him of 
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a share, but no attempt to make him competitive equal to the for- 
eign producer since you limit the amount that they can produce here 
to get this bonus? 

ecretary Sraron. We are not trying to divide thé market. We 
have a historical fact on our hands that certainly much more often 
than not domestic producers have not held the entire market. 

We,have areas as we have now where we cannot produce enough 
to supply the domestic market. 

As you have so eloquently pointed out on a number of occasions, 
there was a time that some people thought would be always true of 
some minerals and that has been not the case in recent history. We 
are dealing with a historical fact. 

Senator Matone. You are. The history dates back to 24 years. 
Do you go back of that ? 

Secretary Seaton. I would; yes. 

Senator Matone. You have not in this. In the historical produc- 
tion, you are talking about the last couple of decades. 

Secretary Seaton. No, sir; Lam not entirely. 

As this country developed, we found we were able to do things that 
we could not do some years before. At one time everything was in:- 
ported to this country practically. 

Senator MaLone. That is when we were a colonial. 

Secretary Seaton. That is right. 

Senator Matonr. Now we are becoming an economic colonial of 
our own free will , probably even more so than when we were a natural 
colonial because they had some responsibility for our welfare. Now 
we divide the market so we have no responsibility. 

Let us go back to the question. 

Under your setup, where you pay the amount to pay the bonus, defi- 
nitely limited in each mineral, then you are definitely limiting your 
production in this country even up to the difference where you do 
pay the bonus? 

Secretary Seaton. Senator, there are many factors involved in 
that. 

Senator Martone. I know, but I am asking you if that is not the 
effect ? 

Secretary Seaton. I think I have called the Senator’s attention to 
the fact that these so-called limitations which we have placed are in 
excess of the production in recent years. That is why I say we are 
giving the industry elbowroom to grow. 

T repeat again that if that ever even approached what Senator 
Dworshak referred to as a straitjacket, if I were able and in a capacity 
to do it, I should immediately come before this committee with recom- 
mendations that those limitations be increased. To me it is largely 
academic because they do exceed what we are now producing. 

Senator Maxonr. I still have not impressed you with my question. 

You are familiar with the fact that the lead-zine producers did 
produce probably two-thirds of the American market for a good num- 
ber of years; are you not? 

Secretary Sraon. I am not certain about the two-thirds. If the 
Senator says so, that must be the case. We have been exporters and 
we have been importers. 

Senator Martone. I am sure your assistant will remember. Was it 
not around 700,000 tons a year produced ? 
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Secretary Seaton. In 1926, I am informed that was the peak year, 
and it was in that magnitude. 

Senator Martone. What was it in 1929 and subsequent years ? 

Secretary Seaton. Around 700,000. Then it went very rapidly 
down. 

Senator Matone. I know it went rapidly down after 1934. But 
we are not going to discuss that. We will have this understanding 
go on now beyond 1934 as far as this hearing is concerned. 

Secretary Seaton. Senator, I am advised that the bottom was 1932 
and then it went up. 

Senator Martone. I think so. There was a depression and not much 
of anything used during that period. If you take the regular years, 
projected across the peaks and the depression, you will find that there 
was a very much heavier production in this country than your limit. 

What was your limit ? 

Secretary Seaton. I believe it is 550,000 for zine, and 350,000 for 
lead. 

Senator Matonr. Our domestic production was always above that. 

Now let us go back to the question. You are limiting the amount 
of tonnage or the units in each one of these minerals that you will 
furnish the difference between the world price and the domestic cost, 
are you not / 

Secretary Seaton. We are, as of now; yes, sir. 

Senator Martone. As of now we are talking. 

Secretary Seaton. That is right. 

Senator Matonr. Without even this setup, without any bonus at all, 
you probably would close every mine in the United States, would you 
not, for most of these metals ? 

Secretary Seaton. Senator, I did not quite get that. 

Senator Martone. You have closed most of the mines now. Are 
there any mines that can operate on a world price as you have 
projected now ? 

Secretary Seaton. I would rather have Secretary Hardy answer 
that. 

It is my opinion that the answer is yes, but the Secretary has the 
specifics here. 

Mr. Harpy. That is right, Senator Malone. There is considerable 
production in the United States that for one reason or another is 
competitive to world prices. Some of those reasons are the byproduct 
of silver content, the byproduct of acid manufacture and so forth 
and so on. Those mines are competitive under those conditions. 

Senator Matone. What mines are they ? 

For example, lead ? 

Mr. Harpy. Those mines that contain byproducts of lead. 

Senator Matone. I think you are familiar with the testimony here, 
Mr. Hardy, of a lead-zine producer from Utah who just said that they 
were running at a loss. It was just cheaper to continue to run until 
they saw what Congress was going to do than it was to shut down and 
then try to start again. 

You are familiar with all this testimony, are you not ? 

Mr. Harpy. I think, Senator Malone, the area that you are re- 
ferring to has shown a decline in the metal content since the 1920's. 

Senator Martone. Who was producing the lead when we went up to 
around seven or eight hundred thousand tons a year? 
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I want you to understand that I am not fencing with you. I want 
an answer to a couple of questions. The first one is: If under your 
plan that you are only helping the industry up to a certain produc- 
tion, which is well aie what is known they can produce, if they had 
either a tariff or a fixed price that made the difference in the foreign 
price and domestic price—but you are limiting below that amount. I 
want an answer to it. 

Mr. Harpy. This is 610,000 tons before we stop making the 
stabilization payments. 

I would like to bring out that, as you well know, the increase in 
the reserves of lead and zine during the past few years has been dis- 
appointingly low. That is, the increase in the reserves has been 
disappointingly low. We feel there is a definite relationship between 
the known reserves of these base metals and our stabilization tonnages. 

Senator Matone. I did not think you had been to Washington long 
enough to get the Potomac fever. That is what Secretary Ickes said. 
We had to save what we had; therefore, we did not want to increase 
production on a competitive basis. 

He also said we had no tungsten at all. As a matter of fact, when 
the Malone-Aspinall act went into operation—I would have to look 
at, the record—I think within 2 years you were producing twice as 
much tungsten as you could annually use in the country, but nobody 
was using it. It was going into the stockpile because the world price 
was available tothe user. Is that right ? 

Mr. Harpy. You are very correct in the case of tungsten, that being 
a very infant industry. However, in the case of lead and zinc, that 
industry has been going on for a long time. 

Senator Martone. I do not know what you mean by infant. I only 
talk about the people who want an equal access to the American mar- 
ket. We can ask a few questions about that if you want to get into it. 
I want to confine this. 

Then you are limiting each metal, including tungsten, to a certain 
number of units so that you do not anticipate that you would pay the 
bonus as long as they could compete with the foreign producers, with 
you giving them the difference between their cost and a reasonable 
profit and the world price. You are not trying to give them that lee- 
way. Youaretrying to curtail it. 

Mr. Harpy. Going back to the last 5 or 6 years, the stabilization 
tonnages are well above the averages for those periods. 

Senator Martone. Do you include tungsten ? 

Mr. Harpy. No, we do not include tungsten because that has been a 
special situation where we had a Government stimulated stockpile 
with the price exceeding the market price. 

Senator Martone. I do not believe that tungsten is an isolated case. 
I believe if you had a principle laid down by Congress as you did in 
the first 150 years, that the tariff adjusted on a flexible basis would 
always equal the difference between the world reasonable cost, not the 
high or the low, and the American, not the high or low, plus a reason- 
able profit, I think they would all increase materially over a period of 
years. 

You would not be dependent on appropriations from Congress. You 
would have a principle. 

What do you think about that? 
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Mr. Harpy. In regard to what you said about tungsten not being 
a special case, it would seem to me that it is where we are producing 
tungsten under the program of 3 and 4 times the magnitude of that 
that was consumed. It would seem to me that would make it a rather 
special case. 

Senator Mavonr. It was the one’that: we had that special price on. 
No such special price was on lead and zinc. What you are trying to 
say is that you want to preserve these deposits. You do not want to 
encourage the lead and zinc to go above about a third of the market. 

What is the consumption now ? 

Mr. Harpy. Of which metal? 

Senator Martone. The consumption of lead. 

Mr. Harpy. About 1,200,000. 

Senator Matone. You are giying the Americans about 30 percent 
of the market ? 

Mr. Harpy. No, sir; about half of the market in newly mined lead. 

Senator Matone. It is 350,000 tons. 

Mr. Harpy. A third of the total comes from secondary lead. Our 
350,000 tons would represent approximately a third of the total. 

Senator Matonr. I should have separated it. 

The consumption of primary lead 1s what I meant. 

Mr. Harpy. We have roughly about half of that with this 350,000. 
It would be closer to half with the limitation. 

Senator Matone. What you are doing is dividing the markets with 
foreign nations about equally. You know they are not going to pro- 
duce beyond where they get the bonus. I would not try to evade it 
because I have all the time I need. I have waited now for that. 

Mr. Harpy. Going back to 1951, the average production 

Senator Matoneg. I am not. asking you that. 

You say now that you are paying a bonus up to about half of the 
domestic use of primary lead ? 

Mr. Harpy. That is right. 

Senator Matone. I am asking you this specific question: When you 
quit paying the bonus, they will quit producing; will they not? 

Mr. Harpy. We have production going on at the present-day prices. 

Senator Martone. You really do. But the testimony shows that 
some of them are running at a loss, hoping that Congress will get their 
feet on the ground and do something about it. 

Mr. Harpy. Some of them are running at a loss and some of them 
are running at a modest profit at this time. 

Senator Matonre. How much production would you say is running 
at a profit now ? 

Mr. Harpy. Substantially most of the current production would be 
on the profit side. 

Senator Matonr. That does not coincide with the evidence before 
the committee. I do not know where you get your advice. 

You have a case here as in tungsten last year. A man from Phila- 
delphia who was very prominent, in his testimony before the House 
committees, a producer and a consumer—the evidence shows that he 
produced and sold to the Government and consumers both on the 
world price. He was in the tungsten-carbide business in Pennsyl- 
vania. Mr. Phil McKenna. F 

Did you ever hear of that outfit? 
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Mr. Harpy. Yes; I am familiar with the McKenna Metal Co. 

Senator Martone. Are you familiar with the position that he took 
in the House in his testimony ? 

Mr. Harpy. Yes; I am. 

Senator Matone. In other words, he did not want a bonus for his 
production. He had shut down his mine when he could get the metal 
cheaper from a foreign source than he could produce. Then he did 
not want a tariff or a bonus. But when it went above that price of 
the foreign nation, he operated his mine. 

You are familiar with all this business; are you not? 

Mr. Harpy. Yes, sir. 

As I recall, Mr. McKenna opposed the additional purchases to the 
stockpile on the basis that the stockpile levels were too high. I be- 
lieve, in substance, that was his testimony. 

Senator Martone. The facts are that he was buying his metal at a 
foreign price and was selling his metal to the stockpile as long as he 
produced when the Malone-Aspinall Act was in operation. 

Mr. Harpy. Apparently the economics of the situation favored that. 

Senator Martone. Do you not think that the same economics will 
apply if you go into a program that is practically the same, in effect ? 

Mr. Harpy. I do not follow your reasoning on that, sir. 

Senator Martone. What difference do you think there would be in 
appropriating money for a bonus to keep our own people in produc- 
tion and in a fixed price for a stockpile? What difference do you 
think there is in principle? 

Mr. Harpy. I envision quite a difference in the principle. In the 
case of the domestic stabilization plan, we are supporting a sale into 
commercial channels. 

In the other instance that you have pointed out, it was purely a 
purchase type of program. 

Senator Matone. It is necessary to make the sale before they could 
collect the difference ? 

Mr. Harpy. That is right. 

Senator Matonr. Now I will ask you the question, since it seems 
you will answer here: Suppose it is offered to the consumer—any of 
these metals—and the world price is whatever it happens to be at the 
time; do you think that consumer have the gumption to see if they 
would lower their foreign price before he made the domestic purchase ? 

Mr. Harpy. Senator, I think, historically the commerce of metals 
follows well-established and defined patterns, such as the normal 
quoted price and things like that. I think those are the procedures 
that would govern. 

Senator Marone. I would merely call your attention that for 24 
years we have been juggling this thing around under a free-trade basis 
and none of those principles have governed. I do not think you have 
any idea that they have. That. is the reason you are trying to get a 
new formula, and the new formula, in my opinion—and I want to go 
on record now—will not work any better than the other. 
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The reason I am going to join in this bill is because you have recog- 
nized publicly that in order to keep a domestic industry going—note, 
I say a domestic industry—that industry has to have in some manner 
the difference of the world cost of production and the world price and 
the domestic cost made up through either a bonus or payment of some 
kind, a fixed price or a tariff. You have recognized that principle. 

I do not expect you to answer what you would like to have done on 
these minerals. But there are 5,000 other products that are in the 
same position, machine tools, and so on, and they are going out of 
business. 

Now, are you familiar with a bill or the principle that the State 
Department has advocated continually and may pass someday, that 
the taxpayers would put up the money to retrain workingmen for 
another industry that was put out of business through the imports of 
lower cost products. 

Mr. Harpy. I am not familiar with such legislation. 

Senator Matonr. Would you mind looking it up ? 

Mr. Harpy. I would be happy to, sir. 

Senator Matonr. It has been before Congress now ever since you 
have been here. I think it is going to be necessary to pass it if we 
keep this up. 

How many minerals are there in your bill ? 

Mr. Harpy. There are five minerals included in the stabilization 

lan. 
r Senator Martone. That does not include copper ? 

Mr. Harpy. That includes copper. 

Senator Martone. Then would you mind computing for the record 
the difference in the cost of the end product, say like tungsten or lead 
or zinc or columbium-tantalum, fluorspar, that your bonus plan would 
make in the end product? In other words, if your bonus is $18 on 
lead or whatever it is—maybe on tungsten, I am not trying to quote 
any one of them particularly—whatever you make up in each case, 
would you prepare a table that would show us in general the difference 
in cost of the end product of the metal that enters into the manu- 
facture ? 

Mr. Harpy. I would be very happy to do that, Senator Malone. 

Senator Mavone. I think you will find it hard to define in the end 
product. 

Now, I would like, Mr. Chairman, to introduce into the record, 
since we have talked about bauxite and aluminum for a little while, a 
table on the production and imports for consumption and percent, 
1955-56, of aluminum metric tons. 

aw Biste. The table will be introduced at this point in the 
record. 
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(The table referred to follows :) 


Western Hemisphere: 


SE CO Sen ae 
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A odes ndeniackbhedisccs 


World total (estimate) -_.........._- 


United States consumption 





1 Insignificant. 


Norte.—Imports include: Metal and alloys, crude plates, sheets, bars, etc., ser 


Senator Matone. The same with bauxite, metric tons, production, 
imports for domestic consumption, for 1955-56. 
Senator Braue. This will likewise-be made a part of the record. 
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(The table referred to follows :) 


Bauwite, metric tons 
























































1955 1956 
| 
Produc- | Imports | Produc- | Imports 
t tion for con- |Percent| — tion for con- | Percent 
|sumption| sumption 
~ id drentereternont ite jp | | vaich al i ae 
Te Hemisphere: | 
Peteee Stepeel. foods. ues 1, 817, 044 | 0 0 1, 771, 325 0 0 
) ccndtitimedsicdemhenevhnde itp 2, 687, 803 |2, 212, 972 44.6 | 3,191,749 |2,614, 315 45.4 
rages Cems... ...-,---.-- ------| 2, 474, 368 245, 813 | 5.0 | 2, 520,786 272, 939 4.7 
Surinan Dutch Guiana--.-.._-.-...---.-- 3, 061, 928 |2, 502, 106 50.4 | 3, 482, 528 |2, 842, 636 49.4 
NE tio dsitnn ai elites ecient at etwas 45, 071 0 0 55, 973 0 0 
chi detielieek Unvcngesnekinids 10, 086, 214 |4, 960, 891 | 100.0 |11, 022, 361 |5, 729, 890 99. 5 
Eastern Hemisphere: | - bs : j 
EE iticGh nce nddiachinkpinescubée Stade | 1, 492, 800 | 0 0 | 1,465, 800 0 0 
| GeeG 3 37. BSS ed) lp aaa 0 0 700, 000 0 0 
DN iad ine untied Geen EP eee sipodn nt 325, 962 | 0; 0 259, 713 0 0 
| es aiaiscoed wir usw ouns <e eaarwnsoat 791,017 | 0} 0 881, 418 0 0 
I dds bein ccensnvecedeniteed 263, 675 | 0 | 0 303, 300 0 0 
| TE tcc ania esis deena oman 225, 728 0 0 268, 688 0 0 
French West Africa............-.--.---- 493, 000 0} 0 | 451, 500 30, 984 .5 
a RN He ee | 241, 409 0 | 0 289, 370 0 0 
ainsi nassaiiekcdirleidsee dvd | 4, 333, 762 0| © | 4,619,789 | 30,984 5 
U.S. 8. R. and satellites (estimate) | teas 089 4 4 erry 
le a a ri 1, 241, 000 0 | 0 893, 000 0 0 
Wo Oy We Bea socoosqeutcansddbaccteisges 1, 000, 000 | 0 0 | 1,100, 000 0 0 
NI ids icici ney atesterencusites aes 16, 000 | 0 0 16, 000 0 0 
Wwbss: ies Nhat adres dali h 2, 257, 000 0} © | 2,009, 000 o| 0 
World total (estimate) _____......._._-|16, 680, 000 |4, 960, 891 100.0 |17, 659, 000 |5, 760, 874 100.0 
United States consumption _--..........---.- | seu guntid Fe ROO OUR Lidell lasicnte eed 7, Ole) EIB A santh ---- 











Norte.—Imports include: Crude and dried, 


Senator Martone. I want to say that something has been said about 
Russia. We are making a report that I hope will be published this 
year. It is part of an Eastern Hemisphere report under a Senate 
resolution. 
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I visited some Russian plants where bauxite and aluminum and 
various raw materials are used. I am just about to say to you that 
if you think you are going to compete with the Russian price on any- 
thing, I think you are going to cost the taxpayers an awful lot of 
money. But you can protect the American market. Russia could not 

t here any more than anybody else if you took the profit out of the 
ow-cost labor at the water’s edge like article I, section 8, of the Con- 
stitution directs you to do. It gives the legislative branch the ma- 
chinery to do it. 

Then I think you have a chance to compete with anybody for your 
own market. Americans then would compete for their own market. 

We had an Assistant Secretary of Interior in here that made the 
statement that he thought they had to maintain a plan long enough to 
determine who was going to be in business here. Under the plan that 
we always used for 150 years, competing for the American market, 
when it was saturated, if it ever was, then the less efficient went out of 
business naturally, did they not ? 

Mr. Harpy. That is right. 

Senator Matone. Is that not a pretty good system ? 

Mr. Harpy. That is one of the tiamtations of the free enterprise 
system, Senator. 

Senator Martone. Thank you. 

Senator Bratz. Thank you, Senator Malone. 

Mr. Secretary, may I again thank you for your patience and the 
ee you have given this committee, and likewise tell your very able 
staff. 

Senator Matone. Will you include in the record here, too, the per- 
centage distribution from the different countries? 

Senator Brste. This table will be filed with the committee for 
reference purposes. 

Senator Matone. Before recessing, may I join in congratulating 
the Secretary. He is the first one that broke through the White House 
barrier and figureed out that you had to have a tariff or bonus to stay 
in business in this country. 

Senator Brste. The meeting and hearing will be in room 224, at 
10 o’clock tomorrow morning. 

(Thereupon, at 1 p. m., the committee recessed, to reconvene at 
10 a. m., Friday, June 20, 1958, in room 224.) 
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FRIDAY, JUNE 20, 1958 


Untrrep Srates Senate, 
SvupcoMMITTEE ON MINERALS, MATERIALS, AND FUELS, 
OF THE COMMITTEE ON INTERIOR AND InsuLarR AFFaIRs, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room 224, 
Senate Office Building, Hon. Frank Church presiding. 
Present : Senator Frank Church. 
Also present: Robert Redwine, staff consultant; George Holderer, 
staff engineer; and William Broadgate, of Senator Murray’s staff. 
Senator Cuurcu. The meeting will come to order. The hearings 
that have heretofore been held by the Interior Committee on the pro- 
posal of the Secretary of the Interior with reference to lead and zinc 
will continue this morning. I take great pleasure in welcoming to 
the committee my very good and able friend, the distinguished Sen- 
ator from Missouri, Mr. Symington. 
Senator, we are very pleased to have you here and we appreciate 
very much the benefit of your statement. 


STATEMENT OF HON. STUART SYMINGTON, A UNITED STATES 
SENATOR FROM THE STATE OF MISSOURI 


Senator Symrneron. Thank you very much, Mr. Chairman. It is 
a privilege to appear before an expert on this question of metals and 
minerals and I thank you for this opportunity. 

Mr. Chairman, thanks to you and Senator Murray and other mem- 
bers of the committee for giving me this opportunity to oe today. 

In order to save the committee’s time, I would ask that there be 
inserted in the record at this point a brief statement on the problems 
of the lead and zinc industry which I made on the Senate floor June 
13. It deals with the seriousness of the industry situation and urges 
prompt action. 

Senator Cuurcn. The statement will be incorporated in the record 
of the proceedings at this point. 

(The document referred to follows :) 


Tue CRISIS IN THE LEAD AND ZINC INDUSTRY 


Mr. Symineton. Mr. President, the lead and zine mining industry in my 
State, and also in other States throughout the country, is in a serious depression. 

In Missouri, employment in this industry is down about 25 percent from 
what it was only a year ago. Furthermore, those who have retained their jobs 
have taken severe wage cuts, as well as reductions in their workweek. 
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A substantial number of miners have already exhausted their unemployment 
benefits, and, unless something is done promptly, the unemployment will increase 
and the distress of these workers and their families will worsen. 

As is true in many basic extractive industries, entire communities are ad- 
versely affected when the lead and zinc mining business is depressed. No one 
in these mining communities is untouched by the spread of economic distress. 

The various proposals which have been made for assisting the lead and 
zine industries include renewal of Government purchases for the strategic 
stockpile, barter agreements under the provisions of Public Law 480, increase 
in tariff duties, and compensatory payment legislation. 

Proposals alone, however, do not help the industry, and certainly do not put 
people back to work. Action is needed—and it is needed now. 

As long ago as last September 26, the lead and zinc industry appealed to the 
Tariff Commission for relief; hearings were held in November; and the Tariff 
Commission made its recommendations to the President on April 24 of this year. 
So far, the President has taken no action, even though almost 50 of the 60 
allowable days have already elapsed. 

Delay in this decision has not only prolonged the distress of the industry, 
but also has had the effect of delaying action on other proposals. 

The proposals which would give the most immediate assistance to the indus- 
try would be the stockpiling and barter proposals, which would relieve the mar- 
ket of some of the depressing effect of surpluses. 

As for longer range assistance, the compensatory payment principle, as em- 
bodied in a recent proposal from the administration, appealed to me as being 
worthy of thoughtful consideration. I understand the chairman of the Com- 
mittee on Interior and Insular Affairs is moving promptly to hold hearings on 
this proposal. 

Action must be taken promptly to assist the lead and zine industry, so that 
the unemployment can be eliminated and the employed can be allowed a rea- 
sonable take-home pay. 


Senator Symrveron. From information just received, it appears 
that further layoffs of labor in this industry are likely to take place 
in the near future. Assurance that coeeeet action will be taken by 
the Congress would, I believe, prevent the deepening of this hardship 
and distress. As the members of the committee know, I joined those 
outstanding metals and minerals experts from Montana, Senators 
Murray and Mansfield, in the sponsoring of S. 3600, a bill which 

rovided for a Government stockpile purchase program for copper, 
ead, zinc, and manganese ore, and also for the continuation of the 
purchase program for several other strategic minerals and metals. 

This action would have been a temporary but effective solution to 
permit stabilization of employment, and also a relatively steady flow 
of income while more long-range programs were being worked out. 

Therefore, Mr. Chairman, it was very disturbing to me to learn 
recently that copper was to receive this immediate and direct assist- 
ance but that lead and zinc were not. 

I understand the Secretary of the Interior explained to the com- 
mittee his reasons for favoring a stockpile program for copper and 
for withdrawing that important metal from his proposed stabiliza- 
tion program. 

It is not my purpose today to debate the merits of that decision, 
but I do want to emphasize that this argument will carry no weight 
with me if some prompt and effective action is not also taken to assist 
the lead and zinc industry. 

The executive branch of the Government has long been in a position 
to take administrative action under the provisions of the escape clause, 
and thereby give some assistance to the lead and zinc industry with- 
out any action on the part of the Congress. 
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I do not say that such action would solve the problems of the indus- 
try, but I do say that failure to take such action places a heavy burden 
of responsibility upon this administration, for much of the deepen- 
ing difficulties in which the lead and zinc industry now finds itself. 

Since the administration seems to have turned down the tariff possi- 
bilities and has refused to act effectively through the barter provisions 
of Public Law 480, and seems unwilling to extend the stockpiling 
program for lead and zinc, it would appear that the compensatory 
payments method as proposed in the stabilization program is the 
practical alternative available. 

The principles of this program have merit, as does the adoption of 
Senator Allott’s proposal for the small operators. I am not ready to 
say that the stabilization prices proposed by the Secretary for lead 
and zinc are sufficient to bring a reasonable degree of prosperity into 
the industry as a whole. 

In any case it does appear, however, both sound and fair that action 
be taken to draw off the market a significant portion of the surplus 
which is currently holding prices below an economic level. 

Such action would not only tend to have a stabilizing effect upon 
the industry at this time, but would also give the longer range com- 
pensatory payments program an opportunity to start out with some 
reasonable anticipation of success. 

For those individuals and those communities whose livelihood is at 
stake, action on lead and zine now is just as important as action on 
copper. To us in Missouri, frankly, it is even more important. 

In conclusion, therefore, may I emphasize that the favorable deci- 
sion already taken on copper is in my opinion indefensible unless there 
is likewise prompt and effective action taken for lead and zinc. 

I thank the Chair for allowing me to make my presentation this 
morning. 

Senator Cuurcu. I certainly want to thank you, Senator Syming- 
ton. I concur heartily in the sentiments you have expressed here this 
morning. My State, too, is primarily concerned with the lead and 
zinc problem, and it seems to me that if it is necessary, even though 
on a temporary basis, to stockpile additional quantities of copper, then 
equal consideration should be given to the lead and zine industry 
which is faced with an equally serious depression, and also with 
large quantities of lead and zinc available that need to be taken off 
the present market. 

[ just want you to know that we appreciate your coming here and 
that your statement will certainly be helpful to the committee in try- 
ing to find an adequate solution to this dilemma that now confronts 
the domestic mining industry. 

Senator Symrneron. I thank you, Mr. Chairman. Some years ago 
it was my privilege to be in charge of the overall stockpile program, 
and I think I know something about it. 

There is no difference between the stockpile problems of copper 
and the stockpile problems on lead and zinc. A few miles from one 
of our great metropolitan centers, St. Louis, especially in that now 
that their unemployment insurance is running out, you have tens of 
thousands of people who are getting in very serious trouble from the 
standpoint of employment, because as you know where there are lead 
and zinc mines in general the land is not. such as to produce on a 
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favorable comparative basis of the average crop. That is our situa- 
tion. What worries me is that we have so many plans and programs 
for helping people in other countries, none of which do I object to, 
and all of which I think should be considered carefully from the 
standpoint of our future security as well as their future prosperity. 
But on the other hand, it becomes increasingly difficult for me to 
swallow some of these programs when I see what I consider the cal- 
lous approach that is now prevalent in at least some categories to this 
increasing problem of our own citizens and our own country and our 
own States. 

Senator Cuurcu. I want to again express the appreciation of the 
committee, Senator Symington for your statement. 

Senator Symrneron. Thank you. 

Mr. Repwrne. Mr. Chairman, may the record show that the hear- 
ings on the stabilization are now closed ? 

anes Cuurcnu. The record may so show. The hearing is now 
closed. 

Mr. Repwine. Mr. Chairman, I would like to have printed at the 
close of the hearings a number of statements and letters ei Senators, 
individuals, and corporations pertaining to the long-range minerals 
program. 

Preceding those, however, I would like the staff memorandum en- 
titled “Stocks of Refined Copper, April 30, 1958,” inserted. 

Senator Cuurcu. It is so ordered. 

(The staff memo and the other exhibits referred to by Mr. Redwine 
are as follows :) 

[STAFF MEMORANDUM ] 


Stocks OF REFINED Copper, APRIL 30, 1958 


Although total stocks of refined copper in hands of producers at April 30 were 
at a postwar high of 501,500 tons, the surplus overhanging the market was not 
at great as it might appear. 

Analysis of the Industry’s Stock position based on reports to Copper Institute 
and United States Copper Association shows the following : 


Stocks of refined copper reported by Copper Institute, Apr. 30, 1958 











Producers’ Refinery 
stocks working Surplus 
stocks 2 
| Tons Tons Tons 
I one Je any Seeds tuudeddccmdi ape oaaui edn oe eds~st 241, 624 75, 000 166, 624 
Outside United States. ._._____-- BAD adduced bulh J Esker | 227, 330 210, 000 | 17, 330 


WM OAL) ee Ale Ok eS + 468, 954 | 285, 000 | 183, 954 
i ! | 


totaling 32,546 tons are not included. 
2 Estimate based on minimum requirements experienced during periods of copper shortages. 


Stocks of refined copper in hands of United States fabricators have not 
increased materially during the buildup period at the refineries. At April 30, 
the estimated surplus at fabricators’ plants amounted to less than 5 percent of 
their stocks and any upturn in deliveries could put the fabricators in the deficit 
position that they were in as recently as last December. 

The principal increase in stocks which has created the surplus at United States 
refineries has occurred since last December. Prior to that time surplus stocks 
at the refinery had averaged 60 percent of a month’s supply and offset a constant 
deficit at fabricators’ plants where stocks were kept at a constant ratio com- 
mensurate with the fabricators’ volume of business. The real cutback in copper 
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stocks occurred at the ultimate consumers’ plants where stocks were consumed 
at a high rate as the copper price declined from 46 cents to 25 cents. Surpluses 
at United States refineries are believed to be the equivalent of inventory reduction 
by ultimate consumers. 

Outside the United States, consumption of copper has continued at high levels. 
Stocks have decreased 26,915 tons from the first of the year and as the above cal- 
culation indicates there is, at the most, 17,000 tons of copper in excess of the 
amount required to keep pipelines full. 

Purchase of up to 125,000 tons of refined copper from stocks at United States 
refineries at 27.5 cents per pound would remove a major part of the producers’ 
surplus and have the immediate effect of establishing a 27.5 cents price in domes- 
tic markets. As the foreign price is strongly influenced by the domestic price, 
an increase in domestic price would result in higher prices in foreign markets. 
To complete this transaction, we believe it will be necessary to purchase 50,000 
tons over the balance of the year in addition to regular purchases under contract 
of General Services Administration. 

One hundred and seventy-five thousand tons of copper at 27.5 cents per pound 
would cost the Government $96 million which would be in addition to regular 
stockpile purchases for 1958. As against this expenditure, the administration’s 
proposal of a subsidy of 34% cents per pound on 1 million tons of domestic output 
in support of a 27.5 cents price would cost the Government $70 million annually. 
A subsidy, however, would add nothing to the Government’s strategic resources 
and would result in stimulating production from unneeded marginal properties 
and be a deterrent to a possible price rise. 


NATIONAL ASSOCIATION OF WASTE. MATERIAL DEa.ers, INc., 
New York, N. Y., June 10, 1958. 
Hon. JAMES E. Murray, 
Chairman, Interior and Insular Affairs Committee, 
Senate Office Building, Washington, D. C. 


Srr: Reference is made to the domestic minerals stabilization bill (8S. 3892), 
which is pending before the Subcommittee on Minerals, Raw Materials, and Fuels 
of the Senate Interior and Insular Affairs Committee. 

The members of the Metal Dealers Division and Secondary Metal Institute, 
two commodity divisions of the National Association of Waste Material Dealers, 
Ine., earnestly request that S. 3892 or similar legislation not be reported to 
the Senate. 

The reasons for the above request are contained in the attached short state- 
ment. It will be appreciated if you will have the statement made a part of the 
record at the hearing on S. 3892. 


Very truly yours, 
CHARLES RUBENSTEIN, 


President, Metal Dealers Division. 
WILLIAM GLASSENBERG, 
President, Secondary Metal Institute. 


STATEMENT OF THE METAL DEALERS DIVISION AND SeconpARY Meta Instt- 
TUTE, NATIONAL ASSOCIATION OF WASTE MATERIAL DEaters, INc. 


The National Association of Waste Material Dealers, Inc., the oldest 
trade association actively representing the various branches of the secondary 
raw materials industry throughout the United States, is now in its 46th con- 
secutive year of service to the waste material industry. 

The association has eight separate commodity divisions. Two commodity 
divisions of NAWMD are the Metal Dealers Division and Secondary Metal Insti- 
tute. The Metal Dealers Division is composed of nonferrous serap dealers, and 
the Secondary Metal Institute is composed of firms which produce secondary 
metal from nonferrous scrap. The 500 members of these 2 divisions represent, in 
volume and gross tonnages, the largest segment of the waste-material industry. 

The domestic production of primary copper, lead and zinc is not adequate to 
supply total United States requirements and the secondary metal industry is an 
important source of nonferrous metals for thousands of domestic firms. The 
copper recovered from scrap in the United States is equal to about 85 percent 
of the copper produced from domestic ore, and lead scrap consumption in the 
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United States exceeds mine production of lead by about 2 to 1. Zine scrap 
consumption is about 40 percent of domestic mine production. 

The Metal Dealers Division and Secondary Metal Institute are vitally concerned 
with any Government action which would affect, directly or indirectly, the 
nonferrous scrap and secondary metal industries. For the reasons given below, 
these groups oppose enactment of S. 3892 or any similar legislation which would 
subsidize the primary metals industry. 

The domestic minerals stabilization bill, S. 3892, refers only to mine produc- 
tion of copper, lead, zinc, fluorspar, and tungsten. Evidently little consideration 
was given, in drafting this legislation, to the effect it would have on the scrap 
and the secondary metal industries. There appears to be some question as to 
the effect the provisions of the bill will have on the mineral producers ; however, 
there is no question that the bill will have a disastrous effect on the domestic 
nonferrous scrap and secondary metal industries. 

This bill provides for the use of tax dollars for subsidy payments to a certain 
favored few, whereas tax dollars should be used to benefit all. The payments, 
provided for in S. 3892, would disrupt the existing price relationship between 
primary and secondary metals and sabotage their competitive positions. 

S. 3892 would place the Secretary of the Interior in the metal business and 
directly affect the supply and price of copper, lead, and zine in the domestic 
market. It would follow that secondary metal prices would also be affected by 
the Secretary of the Interior under the provisions of the bill. This is a case of 
Government projecting itself into private enterprise, which has been strongly 
denounced by the administration and congressional leaders. 

The domestic minerals stabilization bill, if enacted, would provide an added 
incentive for domestic producers to-increitse production. This artificial pro- 
duction would cause chaos in the scrap and secondary metal industry. The 
added supply of domestic primary metal would reduce the demand for scrap 
and secondary metals and also decrease metal prices, including scrap prices. 
The producers of primary metal would be protected against lower prices by the 
subsidy payments. 

The bill also does not take into consideration the competitive position between 
aluminum and the metals eligible for subsidy payments. This affects not only 
the primary aluminum, but also aluminum scrap and secondary aluminum. 
The metals eligible for subsidy payments would have an unfair advantage over 
aluminum. 

The passage of the proposed legislation would be a serious blow to the non- 
ferrous scrap and secondary metal industries. Therefore, the members of the 
Metal Dealers Division and Secondary Metal Institute urge that no favorable 
action be taken on 8S. 3892. 


OIL, CHEMICAL AND ATOMIC WORKERS INTERNATIONAL UNION, 


Denver, Colo., June 18, 1958. 
Hon. JAMES E. MURRAY, 


Chairman, Subcommittee on Minerals, Materials, and Fuels, Interior and 
Insular Affairs Committee, United States Senate, Washington, D. C. 

DEAR SENATOR: S. 3892 is inadequate to correct the overall seriousness of the 
situation in the metal mining industry. 

While 8S. 3892 embodies the principle of direct subsidies (stabilization pay- 
ments), to producers of ore or concentrates, it does not set a realistic eeonomic 
price on copper (electrolytic), lead (common), zinc (prime western), fluorspar 
(acid-grade) or tungsten trioxide. 

S. 3892 does not provide for an immediate purchasing program, to alleviate 
the present distress, that is necessary to start getting the minerals industry back 
on its feet. Such a program is provided in S. 3600. 

It is my belief that to achieve both the immediate and the long-range program, 
a hard-headed legislative program, encompassing the entire gamut of the indus- 
tries problems must be enacted. 

To this end I call your attention to the joint statement of David J. McDonald, 
president, United Steelworkers of America, and myself, presented May 7, 1958, 
a copy of which is attached. 

Sincerely, 


E.woop D. SwisH_r, Vice President. 
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STATEMENT ON DomeEstTIC METAL MINING INDUSTRY SUBMITTED JOINTLY BY Davin 
J. McDonatp, PRESIDENT, UNITED STEELWORKERS OF AMERICA, AND ELWoop 
SwisuHer, VICE PRESIDENT, OIL, CHEMICAL, AND ATOMIC WORKERS INTERNA- 
TIONAL UNION 


The seriousness of the situation in the metal mining industry needs no elabo- 
ration before this committee. 

The current recession has obviously played a significant role in aggravating 
the economic conditions of the whole metal mining industry. Specific segments 
have been directly affected by declines in certain sectors of the economy. For 
example, the lead and zinc industry has been hurt by the drop in automobile 
production, now down one-third from last year. Copper consumption is curtailed 
when housing construction declines. In addition, other industries producing key, 
important minerals and metals, which are used either in construction or durable 
goods production, are adversely influenced by overall declines in basic economic 
activities. 

However, certain segments of the metal mining industry would face serious 
problems regardless of the recession in the economy. 

It is quite clear that the instability of world prices for these metals causes great 
fluctuation in both foreign production and American imports. 

Whether the import situation would present such a serious problem if domestic 
consumption were at high levels is a speculative issue. However, many have 
considered imports an important factor in the deterioration of conditions in the 
metal mining industry. As a result, various proposals have been offered to help 
the industry by tackling only this one aspect of the problem, import competition. 

One suggestion is the excise tax proposal for imports, considered by Congress 
last year. Another is the current decision and recommendation of the Tariff 
Commission, dated April 24, which reports a finding of serious injury, specifically 
in lead and zine. Asa result, the Tariff Commission has recommended 1930 tariff 
levels. Three of the Commissioners have also recommended even higher tariffs 
and the imposition of quotas. There is legislation before the Congress which 
would impose quotas or a quota approach on the imports of many metals and 
minerals. 

These proposals, and other which are currently considered, are based on the 
assumption that the metal-mining industry would show substantial recovery if 
competition from imports were reduced or removed. ‘This assumption is at least 
questionable. 

There are additional factors to be considered. Imports come from many 
nations which are considered close allies of the United States and from our 
immediate friendly neighbors to the north and south. Canada, Mexico, Chile, 
Bolivia, Peru, Australia, Rhodesia, Brazil, Africa, and Indian, to mention only 
a few, send metals to the United States. Certainly any action taken by the 
Congress to alleviate the conditions of the mental mining industry should not 
ignore or interfere with continued friendly relations with these many nations. 

While the United States cannot ignore these international implications, neither 
can the situation in the domestic industries be sloughed aside or treated lightly. 
The conditions in these domestic industries, the suffering of the workers, and 
the plight of the communities where the mines are located require action. This 
Nation cannot allow any of these three—the industry, the worker, or the com- 
munity—to continue to suffer from the depressed conditions now so prevalent. 

We would like, therefore, to suggest an appropriate program to alleviate the 
present distress and to provide future stability in the metal mining industry. 
Since this is a fluctuating industry, continually changing its pattern and direction, 
the program is made up of 5 points designed to stabilize conditions in the industry. 
Each blends into the other to provide a suitable overall approach. Nevertheless, 
the division of the points in the program is appropriate for separation into short- 
term and long-range action. The serious condition of the metal mining industry 
necessitates immediate action. Yet it is essential that Congress consider simul- 
taneously the immediate and long-run steps. The first two parts of the program 
could be enacted pending the consideration of the long-run aspects of the program. 
All five points, however, are part of a package designed to stabilize the metal 
mining industry. 

1. Certain of the more important key minerals should be stockpiled—not neces- 
sarily for defense purposes, although that certainly must and should be a con- 
sideration. A buffer-stockpile concept should be developed. A Federal Govern- 
ment agency should buy minerals when the market price drops. The agency 
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should sell when the market price rises. This means, of course, that as a general 
rule purchases for the stockpile would increase as prices decline and, conceivably, 
would decrease as prices rise. 

The agency should not purchase more than 20 percent of any mine’s output 
in any one year. 

Certain safeguards must be imposed in the establishment of a buffer stock- 
pile, particularly if the agency is to be authorized to sell from the stockpile 
when the prices are high. Therefore, appropriate restrictions should be set up 
- prohibit the use of the stockpile in any way which would interfere with a labor 

spute. 

2. Any program, whether short- or long-range, will result in certain high-cost, | 





inefficient mines being forced to close. In such cases, an adjustment assistance 
program (such as that contained in the Trade Adjustment Act, S. 2907, intro- | 

duced by Senators Kennedy, Humphrey, and others) should be put into effect. MN 
This would permit aid and assistance to be given to the workers, to the mines, 

and to the communities in the transition period. 

In addition, the area economic development bill, introduced jointly by Senators 
Douglas and Payne, S. 3683, would offer vitally needed aid to help the adjust- 
ment of communities faced with mines having to close because of their high cost. 

These suggested programs—for a domestic buffer stockpile and a readjust- 
ment program—are, of course, only immediate palliatives designed to assist the 
present situation. 

The operation and the need for a buffer stockpile program could be greatly 
minimized if the minerals industry could be stabilized, if prices, production, | 
imports, and consumption could somehow be brought into balance. It is with 
the hope that the minerals industry can be stabilized that these additional three 
points are proposed : 

3. Exploration and development aid should be continued and extended. The 
Defense Minerals Emergency Administration should be replaced by a perma- 
nent division of an overall defense minerals agency that could give development 
and exploration aid on a dollar-matching basis. 

The need for continued exploration and development of new mineral sites \ 
and deposits in the United States needs no elaboration or discussion. This is i 
an essential aspect of a healthy and continually prosperous industry. Without 
exploration and development programs, old mineral deposits are worked out, | 
the quality of the ore declines, and the mines are worked out. | 

4. A system of direct subsidies to producers, whenever the market price is 
below a predetermined economic price for the industry, should be established. 

This economic price should be based upon the following standards: Domestic i 
production costs, historic price of minerals, prices of substitute materials, and 

defense and domestic needs for minerals, in terms of a predetermined mobiliza- i 
tion base. The economic price, which is really the base of this program, should i 
be set at a level to maintain domestic production of the amount necessary to | 
fulfill the mobilization base requirements of the United States. 

The subsidy, based upon this predetermined economic price should apply only 
to a limited, fixed tonnage of any mine. This is essential in order to avoid 
windfall profits to the large, efficient producers. Such fixed tonnage should start 
with a floor and be graduated upward on a sliding-scale basis, prorating the 
percentage of the average production of each mine to United States needs and 
requirements. 

In effect, this is a limited tonnage subsidy. But the limited tonnage should 
start with a minimum level tonnage, to be subsidized, regardless. This takes 
care of the small producers. 

Other mines would have a portion of their production subsidized based upon 
a sliding-scale amount that relates each mine’s production to total United States 
consumption in a specific base year. The subsidy would be designed to maintain 
that ratio and would apply only to that level of tonnage necessary to maintain 
that ratio. 

All subsidies paid must be on domestic production for domestic use solely. 

5. The United States Government should be immediately authorized to work 
toward the establishment of an international commodity agreement between 
exporting and importing countries, based upon the following principles: 

(a) Establishment of worldwide minimum and maximum prices; 

(b) Establishment of an international buffer stockpile ; 

(c) Authority to buy and sell for such stockpile, as worldwide prices 
fluctuate between the minimum and the maximum prices ; 
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(@) Agreement to curtail exports when buffer stockpiles reach a pre- 
determined level ; and 

(€) Impose necessary safeguards to prohibit the use of the stockpile as 
a means of interfering with labor-management relations. 

International commodity agreements are more and more essential if world- 
wide production is to be stabilized and if the world is to be prevented from 
returning to dog-eat-dog system of quotas and tariffs. The multilateral deter- 
mination of production levels in relation to world needs, the establishment of 
worldwide economic prices, and the use of a buffer stockpile to augment these 
concepts are all in the interest of stabilizing world production and avoiding 
eat-and-dog fights between nations. 

In order to effectively carry this 5-point program, there should be established 
a Domestic Minerals Agency in the executive department of the Government 
which would be created and empowered to carry out the various domestic and 
international implications of these suggested programs. 


ARIZONA COPPER TARIFF BOARD, 
June 2, 1958. 


Hon, BARRY GOLDWATER, 
Senate Office Building, Washington, D.C. 

DEAR Barry: I have your letter of May 28, 1958, asking me to send you my 
comments on Secretary Seaton’s proposed minerals stabilization bill, which is 
S. 3892. 

At the time the plan was originally suggested by Secretary Seaton (April 28, 
1958), I got together some comments regarding the plan, and I am enclosing a 
copy of that which we set up at that time. There is nothing in this which has 
been changed by a lapse of time between the suggestion of the stabilization proj- 
ect and the introduction of actual legislation by which it would be carried out. 

There is more, however, to it that has been revealed by the proposed legisla- 
tion as submitted to Senator Murray and his committee, and there is much more 
to be said against it now that legislation has been suggested than could be said 
previously. 

However, even now it is not possible to completely and accurately analyze the 
plan, for the proposed legislation practically gives the Secretary of the Interior 
authority to do almost anything that he wishes to do in carrying out the bill. 
Therefore, until something is revealed as to his rules and regulations under which 
he would carry out the proposal, we cannot give a complete analysis as to what 
this would do to the mining industry and what, if anything, would be accom- 
plished, particularly as the rules and regulations would be subject to change 
from time to time without congressional approval. 

The domestic mining industry, however, is opposed to the whole idea as being 
un-American and contrary to our free-enterprise economy. It is highly social- 
istic, and there is no assurance that the objectives would be carried out even 
over the 5-year period recommended by Secretary Seaton. 

There is but one saving grace in connection with the Seaton proposal for min- 
erals stabilization, and that is, it is a recognition by the administration that it 
is necessary to do something for the domestic mining industry, even though that 
which is proposed is totally inadequate and will not accomplish anything except 
increased chaos. It is obviously a proposal designed only to lessen the opposi- 
tion of foreign countries. It is not designed to help or stabilize the domestic 
mining industry. 

It is very hard to see why the United States taxpayers should pay for a pro- 
gram of subsidies for any commodity—minerals, metals, manufactured goods, or 
otherwise. This is a country of free economy and free economy should be per- 
mitted to prevail. 

The prices proposed by Secretary Seaton are inadequate and would accom- 
plish but little. When Secretary Seaton made the original proposal on April 
28 nothing was said about price floors. However, when the proposal came to 
the Senate committee in legislative form, this was a prominent feature of the 
plan. It is obvious that Secretary Seaton radically changed his ideas between 
the date of making the original announcement and the date of submitting the 
suggested legislation. In his original annonucement he stated that the cost for 
the first year would be $161,090,000. However, with the bill as presented put- 
ting floors on the prices of each of the minerals and metals mentioned, and by 
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paying the full subsidies for the total amounts which were suggested to be an- 
thorized, the first year’s cost would be $129,315,000. 

The putting on of floors would increase the hazards of the bill, for there 
would be nothing to prevent that which has happened before—the increased 
flooding of domestic markets by cut-price metals from low-wage producers 
abroad, and thereby diminishing the subsidy which the industry would receive. 
For instance, on each penny under the 24-cent floor on copper, that would reduce 
by a penny the maximum price. If the copper market was 23 cents per pound, 
1 cent would have to be absorbed by the domestic producer before the 314-cent 
subsidy was paid. 

A very definite disadvantage of any subsidy program, and particularly under 
the legislative proposal submitted by Secretary Seaton, would be that it would 
give the Department of the Interior autocratic and positive control of each and 
every producer of the metals mentioned and, without any authority provided 
for appeal, readjudication, or an opportunity to assure equitable and fair treat- 
ment as compared to others. 

Furthermore, while copper, lead, zinc, fluorspar and tungsten may be in worse 
shape as to domestic production and ability to continue to exist under present 
domestic economic conditions, there are dozens of other minerals and metals 
and many manufactured goods and semimanufactured products that are simi- 
larly in need of relief from foreign competition and perfectly justified in asking 
for a Government subsidy program. To set up any such program for a selected 
list of minerals and metals would be to open the door for a far more compre- 
hensive subsidy system and, if the example is once set by Congress, it would be 
really hard to get away from it. 

The program as set up by Secretary Seaton in his original proposal, and un- 
der the legislation which he suggested, would have no security whatsoever as to 
its continuance even for the 5-year period provided by the law. Mining is an 
industry where the production cannot be turned on and off like water from a 
spigot. Many mines require full production in order to get the lowest possible 
cost, and the problem of production is not readily adjustable. Furthermore, the 
mining industry has to make its plans for a long period ahead and cannot be 
operated on a day-to-day basis. Under the Seaton proposal, the miners of the 
minerals and metals involved would be subject to many hazards, and no mining 
company with any good business sense could afford to equip and operate with 
the hazards of continuation, or lack of continuation, of a program ever in front 
of them. 

The greatest hazard would be the question of appropriations. We both know 
how Congress feels about increased appropriations, and this program would 
require a substantial appropriation which would be before Congress each and 
every year and ever with the hazard that, with the increasing costs of running 
this Government, it would fail to appropriate any funds, or inadequate funds, 
to carry out the program for the ensuing year. 

We had a very significant example of this situation when Congress enacted 
Public Law 733, which provided for a buying program for certain strategic 
metals, and then, you recall, the tremendous difficulty which we had in getting 
any appropriations for the second year of its operation and, in the case of one 
metal, tungsten, Congress refused to make any appropriations whatsoever. 
Tungsten producers, under the authority given them by Public Law 733, con- 
tinued to produce, confident in the feeling that the United States Government 
would carry out its obligations authorized by law, and they produced consider- 
able quantities of tungsten ores for which they never did get paid. The likeli- 
hood of a similar situation arising with respect to the Seaton stabilization plan 
would make the producers of the five metals mentioned in the plan mighty wary 
about anticipating what the Federal Government and its agencies would do. 

This feeling of uncertainty would tremendously handicap the contributions to 
the Government of those metals required by national security, and this would 
be particularly true wen it is considered that the Seaton proposal was nothing 
more or less than a “shot in the arm” and a short-range answer to the diffi- 
culties, and that there was no real reason for making the taxpayers take on an 
additional load when there was another and more logical answer to the diffi- 
culties. 

The Seaton proposal, admittedly, was nothing more or less than an attempt 
to gain approval of certain foreign countries whose economy might be slightly 
disrupted by a withdrawal of any part of the domestic metal market by threat 
of tariffs when prices were too low to permit domestic operation. In other 
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words, they have been given a tremendous advantage by the lack of adequate 
tariff protection, and they resent any threat to losing any part of those ad- 
vantages. 

Some of those countries demonstrated very forcibly their opinion of the 
United States in their treatment of Vice President Nixon, and we are wondering 
if those nasty demonstrations would cause this administration to sacrifice their 
own citizenry so their foreign neighbors may have less reason to spit upon our 
official representatives. 

I am wondering if you noted the cartoon by Reg Manning a few days ago 
in the Arizona Republic, which showed the United States citizen respectfully 
and politely asking Uncle Sam for a consideration of his problems, and the 
South American citizen throwing rocks and spitting on Uncle Sam and antici- 
pating that he was going to get everything he wanted by such a program. It is 
hard to believe that the methods being used by certain foreign countries would 
lead to the administrational approval of that which they want, but that is appar- 
ently what is happening in its proposal for the Seaton stabilization program 
and the legislation for carrying it out. 

The theory of this country purchasing metals from low-wage foreign countries 
is that, if those foreign countries are to purchase the manufactured goods of the 
United States, the only way they can do so is for the United States to purchase 
that which they produce. We in the Western States are in exactly the same 
position as the foreign countries. If the people of Arizona and the other West- 
ern States are to purchase the manufactured goods of the Eastern States, the 
only way we can do so is to have the Eastern States purchase that which we 
produce, and it is mighty obvious that a $20-per-day laborer of the western 
mining industry would buy a tremendously larger amount of the manufactured 
goods of the East than would the $2-per-day laborer of Chile. 

The tariff is the only equitable answer and, in the tariff proposal now before 
Congress, every consideration is being given to the foreign countries by the 
limitation that the tariff would only be applied when domestic prices are below 
a specified and modest peril point. 

The Seaton bill, definitely, is not the answer that would be equitable to the 
taxpayer. There may be a small segment of the mining industry that tends 
to favor enactment of the Seaton bill, S. 3892, but it is only because they were 
given to understand that it would be the only form of relief that would be 
approved by the administration and that even a crust is better than nothing 
at all. 

We certainly are looking to you Members of Congress from the Western States 
to see to it that we get a proper and adequate answer to our problems, which 
are so affecting our domestic economy. If Chile and Peru and other foreign 
countries producing copper are injured by our tariff situation, it might be 
far better for the United States Government to loan them the funds with which 
to pay those tariffs than to subsidize and socialistically control the domestic 
mining industry. 

The map of the submarine sinkings during World War II shows very clearly 
why our national security is dependent upon our domestic production of strategic 
metals and minerals. A copy of that map is attached. 

I appreciate your invitation to give you our views on this subject. With 
kindest personal regards, I am, 

Yours very truly, 
CHARLES F, Wiis, Consultant. 


COMMENTS REGARDING THE ADMINISTRATION’S PROPOSAL FOR A SUBSIDY PROGRAM 
FOR Domestic Copper, LEAD, ZINC, FLUORSPAR, AND TUNGSTEN 


On April 28, 1958, Interior Secretary Fred A. Seaton—presumably with the 
approval of the administration—presented to the Senate Subcommittee on Long- 
Range Mineral Program a proposal for payment of a Government subsidy on 
production of domestic copper, lead, zinc, fluorspar, and tungsten. These pay- 
ments would be for a limited amount each year for a 5-year period, and the 
amount of the payments would be the difference between the price received by 
the producer and the so-called suggested stabilization price. 








1006 LONG-RANGE PROGRAM FOR MINERALS INDUSTRY 


The recommendations as to stabilization price and maximum yearly quantity 
were as follows: 








Commodity Stabilization price Annual limitation 
MR nea a 2714 cents per pound._____.__.-.--__-- 1,000,000 tons, 
Lead adres Ra Dec ie cite cll wp wl 14.75 cents per pound... PRE 350,000 tons. | 
SG dol datas hin widdbedntbecn~e 12.75 cents per pound.._.._..-_..--..-- 550,000 — 
Fluorspar (acid-grade)_........-.-- I IES OR oi cline ctndcier seach 180,000 t 
I fcc aticn Sigs wimupeneciecn © $36 per short,ton unit. -_.......-....--- 375, 000 short- ton units. 
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It is evident that the annual limitation was set at approximately the average 
domestic production of the respective metals during the period of 1951 to 1956 
inclusive. In other words, it was recommended that on these particular’ metals 
and minerals the Federal Government would pay a subsidy for a quantity not in 
excess of the average production for the 1951-56 period. 

In the first place, the stabilization prices proposed are entirely too low to permit 
of the domestic mining industry doing business in the face of present-day wages 
and other costs. Copper, it is believed, should be not less than 30 cents per 
pound, lead should be not less than 18 cents per pound, and zine should be not less 
than 15 cents per pound. However, such a program, even with the suggested 
stabilization prices, would not be acceptable to the mining industry. 

The mining industry, as well as the taxpaying public, would be opposed to any 

subsidy program. There is no logical reason, for instance, why the taxpayers | 
should pay a subsidy for copper production in order to keep down the price of the i 
manufactured goods into which copper enters and gives the manufacturers a cost 
of raw material less than the actual cost. The users of copper products should 
pay the value of that which they use and it should not be a subsidy from the 
taxpayers. 
: Furthermore, if a subsidy program was enacted, and thereby set up as a Gov- 
\p ernment policy, there are a hundred or more other metals or minerals which could 
justifiably ask the Federal Government to likewise set them up on a subsidy 
program. They would have just as strong an argument and the extent to 
which the subsidy program would expand, would be limited to the pressure which 
could be put upon the Federal Government and Congress by the producing groups. 
It would make an entirely inequitable situation and would be highly socialistic. 
It ls not necessarily sound economics when the wheel that squeaks the loudest 
gets the grease. 

Secretary Seaton, in presenting his proposal to the Senate subcommittee, made 
the statement that in the first year the program for these 5 metals and minerals 
| would cost the Federal Government $161,090,000. As a statement to minimize 
the cost of this program, Secretary Seaton said: “The total annual stabilization 
payments from then on should diminish as production responds to demand and 
as our economy resumes its long-term health and vigor.’’ This statement is 
merely wishful thinking and there is no evidence whatesoever as yet to indicate 
that we are at the bottom of the slump or that the economy of the country has 
hi started a turn upward. There is much talk about the prosperous future that is 
ahead of us, but nothing to show that we are actually traveling in that direction. 
There is no. justification for the statement that even though the first year’s cost 
would be $161,090,000 it would be less in future years and, if there was further 
recession, it might be considerably more. 

The greatest weakness, however, of the Seaton proposal, is its absolute lack 
of stability and definite promise that, if enacted, it would be carried out. 
It would require annual appropriations to provide the funds for carrying it out 
and there is nothing to assure that future Congresses would make the necessary 
appropriations and that those who had in good faith set up their production pro- 
grams would not be left holding the sack. 

We have an excellent example of the potential hazards of such a program in 
Public Law No. 733, which was enacted by Congress and approved by the Presi- 
dent on July 19, 1956. This law provided for a Government purchasing pro- 
gram for tungsten, asbestos, fluorspar, and columbium-tantalum bearing ores 
for a period from the enactment of the law to its termination date, December 
31, 1958. 

Congress appropriated funds for the immediate period following the enact- 
ment of this legislation but, when additional funds were sought from the next 
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Congress, there were all kinds of difficulties, uncertainties, and complications, 
with bitter fights between the House and Senate committees, and with a result 
that only portions of the proposed program were inadequately financed and the 
Congress denied, unequivocally, any appropriations for a portion of the program. 

Tremendous pressure was put upon the Congress by both the administration 
and the metal producers involved, with an organized effort coming from Mem- 
bers of Congress who were from the States concerned, but to little or no avail. 

Those who had set up in good faith to provide the metals and minerals to be 
purchased had kept on producing, feeling assured that the Government 
would purchase their products at prices specified by law, and then they found 
that in the absence of appropriations they were out on a limb and have no 
method for the recovery of that which they had expended in good faith. 

Any program which would depend upon appropriations being made annually 
by Congress would, in the face of what recently happened in the case of Public 
Law 733, be considered unstable and not conducive, by those who might supply 
the needed strategic minerals, to taking the chance that the funds would be 
forthcoming to compensate them. 

Every possible pressure was put upon Congress by the administration to 
earry out their contract with the producers as authorized by Public Law 733. 
There is no assurance that, if the proposal of Secretary Seaton be accepted by 
the present Congress, the next Congress would be willing to appropriate funds 
to carry on. 

The mining industry requires large capital expenditures to do business suc- 
cessfully in a country of high costs and in competition with low-wage-paying 
countries and, no shot-in-the-arm program such as has been suggested by the 
administration and Secretary Seaton would be acceptable or successful. 

It has been continuously obvious that the administration does not want a 
tariff program. It is mighty hard to believe that there is any sincerity in the 
present proposal of subsidies on a selected list of materials. The whole situ- 
ation makes one wonder if there has not been deliberately created such a 
confusion that nothing will ultimately be done on the subject. 


CHARLES F.. WILLIs, 
Consultant, Arizona Copper Tariff Board. 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
June 3, 1958. 
Hon. JAMES EB. Murray, 
Chairman, Senate Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 


DeaR SENATOR MurRAY: I have just received from Mr. Granville S. Borden, 
Mohave Mining & Milling Co., Wickenburg, Ariz., a message from which I quote 
the following: 

‘Recent explorations in the White Pichaco pegmatites of Yavapai County 
indicate occurrence of fabulous euxenite minerals which assay 12 percent 
uranium oxides, 52 percent columbium-tantalum pentoxides, 12 percent rare 
earths, and 4 percent thorium. This discovery has created considerable interest 
among the chemical companies which have plants capable of disassociating these 
valuable ingredients to the end that the products can be marketed to the benefit 
of the American people in the State of Arizona. 

“Hearings have been scheduled by a Senate Subcommittee on Interior and 
Insular Affairs June 4 and 5 to take testimony on §S. 3816 to revitalize the 
columbium-tantalum Government purchasing program. We feel that the exten- 
sion of this program would not only contribute to alleviating the recession, but 
also result in discovery and development of substantial domestic reserves of 
columbium-tantalum, uranium, and rare earths, extremely critical strategic 
minerals indispensable in atomic energy, jet propulsion, and missiles devel- 
opment.” 

I will be obliged if Mr. Borden’s remarks can be incorporated on the hearing 
record of H. 3816. 

Yours very sincerely, 
CARL HAYDEN. 
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NORTHWEST MAGNESITE Co., 


Pittsburgh, Pa., March 25, 1958. 
Hon. James E. Murray. 


United States Senate, Washington, D. C. 


Deak Sire: As chairman of the Mineral Subcommittee of the Senate Interior 
Committee, we know that you will be intensely interested in the plight of the 
magnesite industry in this country. 

Northwest Magnesite Co. produces dead-burned magnesite from natural 
deposits at Chewelah, Wash., and also produces dead-burned magnesite synthet- 
ically from sea water at its Cape May, N. J., plant. Magnesite, as you know, 
is one of the most vital materials in the production of steel, copper, lead, zinc, 
aluminum, and other metals necessary to the winning of a war. It has been 
said that without the natural deposits of magnesite in Washington and Nevada 
and the development of the synthetic sea-water process, the winning of World 
War I, World War II, and the Korean action would have been extended 
many years. 

It is vitally important to the national defense that the magnesite industry of 
the United States be kept operating during peacetime. At one time the United 
States was wholly dependent on foreign magnesite, and it was during World 
War I, when the supply was cut off from Europe and Russia, that the producing 
facilities for magnesite were developed in this country. Each succeeding war 
has required further development. During World War II and subsequent years 
facilities at Cape May and Chewelah, Wash., were increased in the amount of 
$5,684,178.50 at Government request. The Government considered these pro- 
ducing facilities so important that we received certificates of necessity which 
enabled us to amortize 85 percent of the cost over a period of 5 years. These 
facilities have all been completed but total money put into plant now stands at 
over $17 million. 

From 1922 until 1951 the tariff on dead-burned magnesite amounted to $11.50 
per net ton, but such was changed to $7.67 per net ton following the 1950 Torquay 


Conference, and imports have been steadily increasing since that time to their 
present high level. 





[Net tons] 


| 
United States Domestic 
imports United States 
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It is particularly significant that in the recession of 1954 United States 
production was reduced from 482,000 tons to 288,000 tons. In addition, 
one of the major American producers, the Diamond Alkali Co., completely 
discontinued operations and has not reentered the business. Yet during the 
same year imports almost doubled. 

The present recession also gives us considerable concern. Although our 
Chewelah, Wash., works has a capacity of approximately 180,000 tons per year, 
monthly shipments are now down to approximately 3,500 tons per month. This 
has caused a shutdown of the entire operation. Similarly at Cape May, N. J., 
our plant with a capacity of approximately 100,000 tons per year has been 
operating with only 1 kiln out of 3 and now this third kiln will be shut down 
shortly. Other producing units in the country are similarly affected. 

Imports of dead-burned magnesite to date have been mainly from Austria or 
from Yugoslavia, and it is the imports from the latter Communist country which 
is of greatest concern. Imports from Yugoslavia in 1953 totaled 3,335 tons, 
and since that date has steadily increased to 25,945 tons in 1957. Import 
statistics show prices to be ridiculously low with the probability as in most 
Communist nations that prices mean nothing when sold to Democratic coun- 
tries, the sole purpose being to obtain hard currency. In fact there is mounting 
evidence to suggest that the increasing sales by Iron Curtain countries of other 
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metals and minerals to democratic countries in Europe particularly, is very 
much on the increase at below world market prices and there is the distinct 
possibility that our whole economy, in due course, will be badly damaged by 
exports from these Iron Curtain countries. 

It seems ironic that although Yugoslavia is a Communist country yet never- 
theless the United States has seen fit to grant most-favored-nation tariff to dead- 
burned magnesite from that country. On the surface it seems that the least that 
could have been done would be retention of the previous $11.50 per net ton duty 
on imports from that country rather than let it be reduced to the present $7.67 
per net ton. However regardless of such a condition, the only long-range solu- 
tion to the survival of the magnesite industry in this country appears to be a 
quota system. ‘Tariffs cannot serve the function of protecting the American 
magnesite industry from exploitation by Communist-producing countries. 

The Communist nations that produce dead-burned magnesite are Yugoslavia, 
Czechoslovakia, Hungary, Red China, and Russia. The Yugoslavian magnesite 
industry was built with American foreign aid and it is indeed fantastic that 
this Yugoslavian magnesite is now taking away an increasing part of our do- 
mestic market. We have also been advised that Red China is now installing 
two modern rotary kilns for the dead-burning of magnesite to replace the old 
style, less efficient, shaft kilns. Red Chinese dead-burned magnesite has now 
pretty well taken over the Japanese market previously enjoyed by magnesite 
producers in this country and if, as, and when trade with Red China is ever per- 
mitted by the United States then doubtless dead-burned magnesite from Red 
China will also be dumped in this country. Deposits in Red China are immense 
and one can easily imagine their producing sufficient magnesite to take care 
of the whole American market. 

SUMMARY 


We respectfully submit the following points. 

1. The dead-burned magnesite industry in this country is an essential industry 
that has proved itself in three major wars. 

2. The present tariff rates are token protection at best, and encourage even 
larger imports. 

3. The only feasible protection is a quota system. Tariffs are not designed to 
function against imports from Communist countries. 


Yours very truly, J.C. Stivers, Secretary. 


A. H. Wetts & Co., INc., 
Waterbury, Conn., June 9, 1958. 
Re 8. 3892. 


SENATE INTERIOR AND INSULAR AFFAIRS COMMITTEE, 
Senate Office Building, Washington, D. C. 


JENTLEMEN : We have read the above bill and are not impressed with its pro- 
visions and accomplishments if passed. As a matter of fact, we would oppose 
the bill in its present form and, if it comes to a vote, we hope it will be drastically 
revised. 

This bill apparently would regulate the production of the listed nonferrous 
metals and subsidize the mining companies under specific conditions. No doubt 
the mining companies are feeling foreign competition, but we do not believe they 
are feeling it nearly as much as the fabricators of copper, lead-zinc, acid-grade 
fluorspar, and tungsten. This bill does nothing to relieve the pressure on these 
fabricators. 

As a matter of fact, the more we think about the contents of the bill the more 
we dislike it. We don’t believe that subsidies are the answer to the problem. 
If the Government is going to subsidize the mines, then why don’t they subsidize 
everyone who is having difficulty with foreign competition? This, we believe, 
would be the wrong thing to do and would be a hundred-yard dash into a Socialist 
state. 

We are interested in the free-enterprise system and think that the right-to-work 
laws and tariffs would do more to correct our unsatisfactory competition from 
abroad and not leave the aftermath that stabilization by Government or subsidies 
would leave. 

Yours very truly, 
I. F. ScHOONMAKER, Vice President, 
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R. D. WERNER Co., INC., 
: Greenville, Pa., May 29, 1958. 
1 } MINERALS SUBCOMMITTEE OF THE SENATE INTERIOR AND INSULAR AFFAIRS 
CoMMITTEE, 
Washington, D.C. 
GENTLEMEN: We have been advised of the domestic minerals stabilization 
; plan and after a thorough review we must protest some of the inadequacies of 
1 this basic plan. The members of the aluminum industry are always under 
Th severe competition with domestic and foreign fabricators of copper, brass, lead, 
and zine products. We have always met their competition in the open market 
without complaint and will continue to do so on a legitimate businesslike basis. 
We, however, feel it is unfair for us to be subjected to the Government-subsi- 
dized competition which would be created by this plan. We recognize that the 
| plan does not provide direct subsidy payment to these fabricators, but only to 
rh the primary producers of copper, lead, and zine. It would bring about an unfair 
te competitive situation for the aluminum fabricators because: 
ve (1) Depressed market prices would be offered to the fabricators for copper, 
i, lead, and zine since the producers would be getting only a part of their revenues 
ee from them and the balance in the form of huge Government subsidies. 
1h (2) This plan then would bring about depressed prices for all competing fabri- 
th, cators of aluminum, copper, lead and zinc. 
Ne (3) The plan would not provide for direct subsidies to the aluminum fabri- 
WA eators nor for lower raw material prices as would be the case for fabricators 
He of competing metals. 
i} (4) Basically, this plan would create unfair competition, since it would in- 
| volve subsidies to be paid out of Government tax receipts, and would force the 
We aluminum fabricators to finance in part this threat to its markets, prices and 
profits. 
ei We request no special consideration but insist that favored treatment should 
}) not be given to our competitors in the metals market. If the adoption of this 
Mh domestic minerals stabilization plan is absolutely necessary, then the fabricated 
Ni aluminum products should definitely be included as well as the competing metals. 
Very truly yours, 





L. L. WERNER, Vice President. 





AMERICAN METAL CLIMAX, INC., 
New York, N. Y., June 10, 1958. 


United States Senate, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR MuRRAY: I was unable to appear at your hearings on the Seaton 
plan for copper, lead, zinc, tungsten, and fluorspar. 

My intention had been to support a subsidy to the lead and zinc industries as 

the best step that can be taken at this time. To my mind, higher tariffs or quotas 
iy would not solve the problem in the United States for the bulk of the mines and 
| would be unpopular, to say the least, with foreign countries. 
Mi There is a technical point in connection with the proposed legislation with 
| which the Department of Interior has attempted to deal. This is the possibility 
that some domestic producers might use the subsidy to reduce market prices to 
levels which would reduce the bulk of imports and eliminate production from 
the higher cost domestic mines. This possibility might be live in view of the 
heavy stocks of lead and zinc in the hands of producers in the United States 
and if pressure develops to convert these stocks into cash. 

As I understand it, the Seaton plan is a substitute for other measures which 
would be resented, particularly abroad, such as higher tariffs and import quotas. 
If my understanding is correct, you may wish to consider an amendment of 
S. 3892 which would minimize the possibility of using subsidies to decrease 
market prices in the United States. One method would be to provide that below 
certain market prices, say the current prices of 10 cents for zine and 11 cents for 
lead, the subsidy would be reduced pro rata. For example, the maximum sub- 
sidy for zinc is 2% cents. If the price for zinc declined to 9 cents, the maximum 
subsidy would be reduced to 1% cents. Of course, the reduction of the maximum 


| 
' 
| 
| Hon; JaMEs E. Murray, 
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subsidy in the event of prices below the “base” prices suggested above would 
not necessarily have to be pro rata to the market price decline. It could be 75 
percent or even 50 percent of the reduction of the market prices. 
Sincerely, 
J. VUILLEQUEZ. 


REYNOLDS METALS Co., 
Richmond, Va., May 9, 1958. 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
United States Senate, Washington, D. C. 


Dear Sir: The domestic minerals stabilization plan discriminates against the 
aluminum industry by favoring copper, lead, and zinc. 

The plan provides Government subsidies for these competitors to aluminum. 
Copper, zinc, and lead producers and fabricators thus subsidized could arbitrarily 
cut domestic prices below cost without sacrificing a penny of profit. This is 
made possibile by the plan because the Government would pay them the difference 
between the artificially low market price and the so-called “stabilization” prices 
established by the proposed program. 

The aluminum industry is in daily and vigorous competition with copper, lead, 
and zine. If this plan went into effect, our industry would find itself competing 
against unduly low prices for these metals—prices made possible only by the 
proposed subsidies. The plan would demoralize, not stabilize, market prices 
for copper, lead, and zinc, and necessarily for their competitor, aluminum. 

If a Government subsidy program for the metals industry is required by cur- 
rent world conditions, it should be practical and equitable in concept and appli- 
cation. It should not single out copper, zinc, and lead for favored treatment 
and ignore aluminum, a competing metal. 

Yours very truly, 
R. 8. REYNOLDS, Jr., President. 


INTERNATIONAL MINERALS & METALS CorP., 
New York, May 14, 1958. 
Hon. James B. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 


My Dear Senator: We are writing you on behalf of our zinc smelter, Na- 
tional Zine Co., Bartlesville, Okla. Your committee and your subcommittee 
on minerals matters will play a decisive part in formulating Government ac- 
tion which finally seems to be impending on lead and zine. 

We were shocked and amazed by the latest domestic minerals stabilization 
plan as presented by Secretary Seaton and by indications that the Govern- 
ment is considering dropping tariff action altogether. 

Enclosed is a copy of telegram we sent to Secretary Seaton on May 5. The 
smelters, an important and useful segment of the minerals industry, have 
been ignored in the latest formulation of Government policy. Unless some- 
thing more constructive is done, immediate danger is ahead for this branch 
of the industry, as well as for the mines. 

As indicated in our telegram, we believe that action along the lines of the 
Tariff Commission reccommendations is imperative, if we want to get our 
industry through present troubles. Even temporary quotas, distasteful as 
they otherwise are, would be preferable to closing down more of our smelters 
and mines under conditions which make their later reopening questionable. 

We should particularly point to the part of our telegram relating how we, 
as a smelter, continued to buy ores from the mines at the price prevailing 
during the last several months in reliance on the Government’s statements 
that tariff protection would be forthcoming. Much of the metal from this 
ore we are still holding, and if all tariff increase is now denied, the price 
for this metal will undoubtedly collapse further—illustration, today’s drop in 
the lead price. 

We urgently bespeak your interest in this matter. 

Yours very truly, 
F. R. JEFFREY. 
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CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., June 17, 1958. 
Hon. James BE. Murray, 

Chairman, Senate Committee on Interior and Insular Affairs, Minerals, 
Materials, and Fuels Subcommittee, Senate Office Building, Wash- 
ington, D.C. 

DeaRk SENATOR Murray: The Chamber of Commerce of the United States 
strongly recommends that your subcommittee not approve S. 3892, which would 
attempt to stabilize production of copper, lead, zinc, acid-grade fluorspar, and 
tungsten from domestic mines by means of a domestic minerals stabiliza- 
tion plan. The chamber’s board of directors, on June 13, 1958, went on record 
as opposing the domestic minerals stabilization plan proposed in S. 3892, point- 
ing out that Congress has already provided a means of relief in the escape clause 
section of the Reciprocal Trade Agreements Act. 

The chamber is not unmindful of the plight of the domestic metals and fluor- 
spar mining industry due to imports of these materials at prices which the 
domestic industry cannot meet. The result has been a closing of some domestic 
mines and the operation of others at a loss which cannot long be continued. 

The chamber believes that the mining industry within the continental United 
States is of prime importance both to our national well-being and safety. Bven 
if the necessity for progressive increases in importation of certain minerals 
and metals is conceded, we can have national welfare and security only through 
a sound and active domestic mining industry. 

S$. 3892 proposes to attempt to alleviate the distress conditions in certain 
segments of the domestic mining industry by establishing “stabilization prices” 
for domestic-produced copper, lead, zinc, acid-grade fluorspar, and tungsten. 
Domestic producers of these commodities would sell their production at the 
current market prices. The Federal Government, up to certain quantity limi- 
tations, would pay the producers the difference between the market price and 
the “stabilization” price, but maximum limits per pound (or ton) are set for 
the Federal payments, in case the market price fell too low. 

If the sales in any quarter exceeded the quantity limitation, the Secretary 
of the Interior would allocate the payments “equitably” among the producers, 
except that small producers would receive full payments. 

Section 2 (A) (2) of the bill provides that the Secretary of the Interior may 
fix quarterly limitations on the total amounts of each material on which stabiliza- 
tion payments are made, and that when sales of any material exceed such quar- 
terly limitations, the Secretary may adjust stabilization payments to producers 
for that quarter “so as to distribute the benefits of the program equitably among 
the producers.” It further provides that stabilization payments shall not be 
denied on any sales of any producer during such quarter whose sales did not 
exceed certain stated quantities. 

The Secretary of the Interior, in a letter of May 22 to the President of the 
Senate accompanying the draft of the bill, stated that these limitations on 
stabilization payments will “permit the stablization of each commodity at about 
the present levels and permit some adjustments.” In other words it will limit 
the domestic production of these commodities to about the present unsatisfactory 
levels. 

The domestic minerals stabilization plan is, therefore, a direct subsidy device. 
It does not in any way attempt to stem the flow of imports of these commodities 
but instead would subsidize the domestic producers to a certain limited extent 
in the hope that they could thus compete with the imports in the market place. 

The national chamber has long opposed any policy or proposal which, di- 
rectly or indirectly, might either lead toward the nationalization of the mineral 
industry, in whole or part, or unnecessarily hinder its development. This oppo- 
sition applies to action by legislation, administration, or intergovernmental agree- 
ments involving the regulation or limitation of production, distribution, or prices. 
The domestic minerals industry, we believe, should not only be permitted but en- 
couraged to develop and expand its activities under our system of free, competi- 
tive private enterprise. 

The chamber is therefore opposed to S. 3892 because— 

1. It does not believe in direct Federal subsidies of this type. The cham- 
ber vigorously opposed a somewhat similar subsidy plan for agricultural 
production proposed some years ago by the then Secretary of Agriculture 
Charles Brannan. We believe that enactment of S. 3892 would establish a 
precedent that could be broadly extended to every industry in trouble because 
of imports. 
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2. It believes that the authority given the Secretary of the Interior to 
adjust the stabilization payments to the individual producers cannot be 
“equitably” administered and could only lead to direct Federal controls over 
the domestic mining industry. 

3. It does not believe it is equitable to limit the production and sale of 
domestic commodities while at the same time allowing unlimited importa- 
tion of these commodities from foreign countries. 

4. It is doubtful if the “stabilization” prices and payments allowed in S. 
3892 are sufficient to alleviate the distressed conditions in the domestic min- 
ing industry. It should be noted that the “stabilization prices” set for lead 
and zinc in S. 3892 are considerably below the “base prices” in the Secretary 
of the Interior’s 1957 proposal for sliding-scale import excise taxes for the 
protection of the domestic lead- and zince-mining industry. 

The chamber realizes that the only legislative alternative for relief of the 
distressed domestic mining industry appears to be either increased tariffs or 
import quotas or both. 

We believe that the United States should pursue a constructive and realistic 
tariff policy which will encourage the flow of international trade and at the 
same time afford reasonable protection for American industry and agriculture 
against destructive or unfair competition from abroad. In supporting the recipro- 
eal trade agreements program we have testified on our belief that this legislation 
should provide an escape clause permitting modification or withdrawal of con- 
cessions in order to deal with unforeseen developments seriously injurious to 
domestic producers. We believe that unreasonable or unethical competition 
must not be the cause of serious injury to domestic producers, but the deter- 
mination of injury due to imports should be judged in the light of the national 
interest. 

The chamber believes, therefore, that relief for the distressed domestic mining 
industry should be afforded through the application of the escape clause pro- 
cedure of the Reciprocal Trade Agreements Act rather than through such a 
proposal for direct subsidies, with danger of Federal controls of the industry, 
as embodied in S. 3892. Because of this belief, we strongly urge your subcom- 
mittee not to give its approval to 8S. 3892. 

We request that this letter be made a part of the record of the hearings on 
S. 3892. 

Cordially yours, 

CLARENCE R. MILEs, 
Manager, Legislative Departinent. 


KAISER ALUMINUM & CHEMICAL Corp, 
Washington, D. C., June 11, 1958. 
Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 


Dear Senator: The domestic minerals stabilization plan as presented to Con- 
gress by Hon. Fred A. Seaton, Secretary of the Interior, represents a dis- 
criminatory effort to aid the producers of some metals, but excludes aluminum. 

We wish to request that your committee take positive action to include alumi- 
num in any plan for subsidies or for direct acquisition of metals by the Govern- 
ment. 

If, because of economic conditions and current world tensions, a Government 
program for subsidies or direct purchases is justified and required, then I am 
sure you will recognize that it should not be discriminatory, but should include 
aluminum and not be limited to copper, lead, and zinc. 

Aluminum is strategically important and is currently undergoing a drastic 
drop in production with resulting shutdown of plants and employment reductions. 

The aluminum producers are constantly in strong competition with these other 
metals. 

We ask that you and your committee, in fairness and equity, include aluminum 
in any plan for domestic minerals stabilization. 

Yours very truly, 


Cuap F. CALHOUN, 
Vice President. 
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Los ANGELES, Cair., June 9, 1958. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C.: 


Our Montana operations preparing to furnish substantial quantities columbium 
concentrates to Government stockpile. Significance of columbium to atomic 
energy program and new jet age development should warrant continuance of 
stockpiling program through 1959. This project also furnishes substantial 
addition to Ravalli County income. Urge committee continue this program. 


CONTINENTAL COLUMBIUM CORP. 
MeystT. 





STATEMENT OF MR. FRANK N. HOFFMANN, LEGISLATIVE DIRECTOR, ON BEHALF OF 
Mr. Davin J. McDOoNALD, PRESIDENT, UNITED STEELWORKERS OF AMERICA, 


AFL-CIO 


The United Steelworkers of America commend the Senators who acted as co- 
sponsors of Senate Resolution 304 as introduced by Senator James E. Murray, the 
chairman of the Interior and Insular Affairs Committee. 

We support the Domestic Minerals Stabilization Act of 1958 as a step in the 
right direction. 

This proposal would pay domestic producers, for 5 years, the difference between 
the market price and the stabilization price on annual production not in excess 
of 1 million tons of copper, 350,000 tons of lead, and 550,000 tons of zine. (The 
proposal also covers tungsten and fluorspar.) The stabilization prices for these 
particular metals would be—copper, 2714 cents per pound; lead, 14%4 cents; zinc, 
12%, cents. 

The proposal would further restrict price cutting by setting limits on pay- 
ments; the maximum payments would be 3% cents for copper, 3° cents for lead, 
and 2% cents for zinc, thus—in effect—setting floor prices of 24 cents, 11% cents, 
and 10% cents for copper, lead, and zinc, respectively. 

Annual limitations on production would be broken down into quarterly quotas ; 
whenever sales for any quarter exceeded the quota for that period, payments 
would be equitably distributed among all producers, with no producer getting 
less than certain fixed minimums. The Secretary could also, when total produc- | 
tion exceeded quotas, set limits on the amounts that would be paid to individual 
producers in succeeding quarters. Payments would be completely suspended 
whenever production for two successive quarters exceeded total quotas by specified 
amounts until production was again brought within quota limits. 

The net effect of the proposal would be to provide for Government support of 
production—at levels approximating 1957 production, and within a limited price 
range. Secretary Seaton estimates that the plan will cost $161 million the first 
year and lesser amounts each succeeding year if, as he anticipates, the pro- 
gram brings supply and demand into better balance. 

The problem we are confronted with is to tie in the short-range approach of 
immediate stockpiling and a long-range program wherein the domestic metals 
mining industry can take its place in the economy on a mature, relatively stable 
basis rather than on the boom-or-bust, hand-to-mouth existence it has experienced 
during the past two decades. . 

I would like, therefore, to call the committee’s attention to the following: : 

Since this is a fluctuating industry, continually changing its pattern and direc- 
tion, this proposal is made up of five points designed to stabilize conditions in 
the industry. Each blends into the other to provide a suitable overall approach. 
Nevertheless, the division of the points in the program is appropriate for separa- 
tion into short-term and long-range action. It is essential that Congress con- ) 
sider simultaneously the immediate and long-run steps in any program it has | 
under consideration. The first two parts could be enacted pending the considera- | 
tion of the long-run aspects. All five points are designed to stabilize the metal- 
mining industry. 

1. Certain of the more important key minerals should be stockpiled—not neces: 
sarily for defense purposes, although that certainly must and should be a con- 
sideration. A buffer-stockpile concept should be developed. A Federal Govern- 

ment agency should buy minerals when the market price drops. The agency 
should sell when the market price rises. This means, of course, that as a general 
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rule purchases for the stockpile would increase as prices decline and, conceivably, 
would decrease as prices rise. 

The agency should not purchase more than 20 percent of any mine’s output in 
any one year. 

Certain safeguards must be imposed in the establishment of a buffer stockpile, 

particularly if the agency is to be authorized to sell from the stockpile when the 
prices are high. Therefore, appropriate restrictions should be set up to prohibit 
the use of the stockpile in any way which would interfere with a labor dispute. 
' 2. Any program, whether short or long range, will result in certain high-cost, 
inefficient mines being forced to close. In such cases, an adjustment assistance 
program (such as that contained in the Trade Adjustment Act, S. 2907, intro- 
duced by Senators Kennedy, Humphrey, and others) should he put into effect. 
This would permit aid and assistance to be given to the workers, to the mines, 
and to the communities in the transition period. 

In addition, the area economic development bill, introduced jointly by Senators 
Douglas and Payne, S. 3683, would offer vitally needed aid to help the adjustment 
of communities faced with mines having to close because of their high cost. 

These suggested programs—for a domestic buffer stockpile and a readjustment 
program—are, of course, only immediate palliatives designed to assist the 
present situation. 

The operation and the need for a buffer stockpile program could be greatly 
minimized if the minerals industry could be stabilized, if prices, production, 
imports, and consumption could somehow be brought into balance. It is with 
the hope that the minerals industry can be stabilized that these additional 
three points are proposed : 

8. Exploration and development aid should be continued and extended. The 
Defense Minerals Emergency Administration should be replaced by a permanent 
division of an overall Defense Minerals Agency that could give development and 
exploration aid on a dollar-matching basis. 

The need for continued exploration and development of new mineral sites and 
deposits in the United States needs no elaboration or discussion. This is an 
essential aspect of a healthy and continually prosperous industry. Without 
exploration and development programs, old mineral deposits are worked out, 
the quality of the ore declines, and the mines are worked out. 

4. A system of direct subsidies to producers, whenever the market price is 
below a predetermined economic price for the industry, should be established. 
This economic price should be based upon the following standards: domestic 
production costs, historic price of minerals, prices of substitute materials, and 
defense and domestic needs for minerals, in terms of a predetermined mobiliza- 
tion base. The economic price, which is really the base of this program, should 
be set at a level to maintain domestic production of the amount necessary to 
fulfill the mobilization base requirements of the United States. 

The subsidy, based upon this predetermined economic price, should apply only 
to a limited, fixed tonnage of any mine. This is essential in order to avoid wind- 
fall profits to the large, efficient producers. Such fixed tonnage should start 
with a floor and be graduated upward on a sliding scale basis, prorating the 
percentage of the average production of each mine to United States needs and 
requirements. 

In effect, this is a limited-tonnage subsidy. But the limited tonnage should 
start with a minimum level tonnage, to be subsidized. This takes care of the 
small producers. 

Other mines would have a portion of their production subsidized based upon 
a sliding scale amount that relates each mine’s production to total United States 
consumption in a specific base year. The subsidy would be designed to main- 
tain that ratio and would apply only to that level of tonnage necessary to main- 
tain that ratio. 

All subsidies paid must be on domestic production for domestic use solely. 

5. The United States Government should be immediately authorized to work 
toward the establishment of an international commodity agreement between 
exporting and importing countries, based upon the following principles: 

(a) Establishment of worldwide minimum and maximum prices. 

(b) Establishment of an international buffer stockpile. 

(c) Authority to buy and sell for such stockpile, as worldwide prices fluc- 
tuate between the minimum and the maximum prices. 
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(d@) Agreement to curtail exports when buffer stockpiles reach a predeter- 
mined level. 

(e) Impose necessary safeguards to prohibit the use of the stockpile as a 
means of interfering with labor-management relations. 

International commodity agreements are more and more essential if worldwide 
production is to be stabilized and if the world is to be prevented from returning 
to a dog-eat-dog system of quotas and tariffs. The multilateral determination of 
production levels in relation to world needs, the establishment of worldwide 
economic prices, and the use of a buffer stockpile to augment these concepts are 
all in the interest of stabilizing world production and avoiding cat-and-dog fights 
between nations. 

In order to effectively carry this five-point program, there should be established 
a Domestic Minerals Agency in the executive departments of the Government, 
which would be created and empowered to carry out the various domestic and 
international implications of these suggested programs. 





AMERICAN FARM BUREAU FEDERATION, 
if Washington, D. C., June 16, 1958. 
Hon. Grorcr W. MALONE, 
United States Senate, Washington, D. C. 


Dear SENATOR MALONE: At the recent hearings on the proposed Minerals Stabi- 
lization Act, you inquired concerning the date on which the American Farm 
Bureau Federation changed its policy with respect to international trade. 
A review of our policies as approved at the various annual meetings of the 
American Farm Bureau Federation indicates that there was no sudden change 
in policy at any time, but rather that during the years 1929-33 there was a 
gradual shift in policy from a protectionist viewpoint, as indicated by our support 
of the Tariff Act of 1930, toward a position favoring some reduction in tariff 
barriers, as indicated by our support of the Trade Agreements Act in 1934. Since 
1934, the American Farm Bureau Federation has favored extension of trade 
agreement legislation. 
The issue is, of course, a controversial one within any organization, and it has 
been vigorously debated by the delegates to many of our annual meetings since 
. 1934. As a result of such debate, however, our policy has been reaffirmed from 
if year to year without substantial change. 
You also inquired concerning the extent to which the escape clause of the 
{ Trade Agreement Act has been utilized. We enclosed a summary of determina- 
i tions in this connection. 
/ Very sincerely, 
: Matt TriGGs, 
Assistant Legislative Director. | 


| (Whereupon, at 10: 15 a. m., the hearing was closed.) 
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